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CALIFORNIA DEPARTMENT OF INSURANCE

LEGAL DIVISION

Mary Ann Shulman, Esq. sBN 190164
Teresa R. Campbell, Esq. sBN 162105
45 Fremont Street, 21* Floor

San Francisco, California 94105
Telephone: 415/538-4133
Facsimile: 415/904-5490

Attorneys for the
California Department of Insurance

BEFORE THE INSURANCE COMMISSIONER

~ OF THE STATE OF CALIFORNIA

SAN FRANCISCO

In the Matter of the Certificate of Authority
of: -

BLUE SHIELD OF CALIFORNIA LIFE &
HEALTH INSURANCE COMPANY,

Respondent.

First Amended Accusation

CDI File No. OSC-2007-00067
OAH No.: 2008020772

FIRST AMENDED

ORDER TO SHOW CAUSE

(Insurance Code §§790.03, 790.05, and 790.06
and California Code of Regulations, Title 10,
§82695.1 et seq.;

ACCUSATION

(Insurance Code §§700(c), 704(b), 790.03,
790.05, 790.06, 796.04, 10113, 10123.13,
10123.131, 10169, 10380, 10381.5, 10384, and
10400 and California Code of Regulations,
Title 10, §§2695.1 et seq.;

NOTICE OF NONCOMPLIANCE AND
HEARING

(Insurance Code §§700(c), 704(b), 790.03,
790.05, 790.06, 796.04, 10113, 10123.13,
10123.131, 10169, 10380, 10381.5, 10384, and
10400 and California Code of Regulations,
Title 10, §§2695.1 et seq.; and,

DEMAND FOR MONETARY PENALTY
(Insurance Code §§790.035, 790.08, and
12976).
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The Insurance Commissioner of the State of California (“Insurance Commissioner”) in his

official capacity alleges that:

JURISDICTION AND PARTIES

1. From July 1, 1954 to the present, Respondent, BLUE SHIELD OF CALIFORNIA
LIFE & HEALTH INSURANCE COMPANY (“BLUE SHIELD”), has been the holder of a
Certificate of Authority issued by the Insurance Commissioner authorizing Respondent to transact
the business of life and disability insurance in the State of California, pursuant to §700 et seq. of
the California Insurance Code.'

2. Respéndent, BLUE SHIELD, is a California corporation and a wholly-owned
subsidiary of Blue Shield of California.

3. On or about August 2005, the California Department of Insurance’s
(“Department”) Field Claims Bﬁreau commenced a routine Market Conduct examination of
BLUE SHIELD’S claims practices and procedures in California, pursuant to §§730, 733 and
735.5, to determine whether BLUE SHIELD’S denial of claims and claﬁms handling practices
during the twelve-month period from June 1, 2004 through May 31, 2005 conformed to its
contractual obligations and applicable law. The examination occurred in BLUE SHIELD’S
corporate offices in San Francisco. The investigation included an examination of claims files and
related records involving Group and Individual Preferred Provider Organization product lines,
Individual Short-Term Health products, and Group and Individual life insurance product lines;
and an examination of BLUE SHIELD’S guidelines, policies and procedures, training plans, and
forms adopted by BLUE SHIELD for use in California. The examination also covered the work
practices of BLUE SHIELD’S third-party administrator for BLUE SHIELD’S Short-Term Health

product, Comprehensive Benefits and Claims Administrators, located in Minneapolis, Minnesota.

! All citations are to the California Insurance Code unless otherwise indicated.
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4. Concurrent with the Department’s initial routine examination of BLUE SHIELD’S
claims handling practices, the Department conducted a targeted Market Conduct examination
focusing on BLUE SHIELD’S rescission practices during the same twelve-month period from
June 1, 2004 through May 31, 2005. The targeted examination regarding rescissions covered
Individual and Family Plan health insuraﬁce products to determine whether such rescission
practices and related claims settlement practices conformed to contractual obligations and
applicable law.

5. The Department’s Public Report of the Market Conduct Examination As of May
31, 2005 stated the manner and extent to which BLUE SHIELD’S noncompliance with Insurance
Code §790.03 and California Code of Regulations, title 10, §§2695.1 et seq. (attached hereto as
Exhibit 1), and specified a reasonable time thereafter in which such noncompliance may be
corrected.

6. The Department’s Report of the Market Conduct Examination As of May 31, 2005
stated the manner and extent to which BLUE SHIELD’S noncompliance with violations of laws
other than §790.03 and California Code of Regulationé, title 10, §§2695.1 et seq., is alleged |
(attached hereto as Exhibit 2),” and specified a reasonable time thereafter in which such
noncompliance may be corrected.

7. California Insurance Code §700(c) provides that, after the issuance of a certificate
of authority, the holder must continue to comply with all requirements set forth in the Insurance

Code and all other applicable laws of this State.

2 The Public Report of the Market Conduct Examination As of May 31, 2005, attached as Exhibit 1, contains only
alleged violations of Cal. Ins. Code §790.03 and Cal. Code Regs. , tit. 10, §§2695 et seq. identified in the combined
initial and targeted examinations.

* The Report of the Market Conduct Examination As of May 31, 2005, attached as Exhibit 2, contains on]y alleged
violations of laws other than Cal. Ins. Code §790.03 and Cal. Code Regs., tit.10, §2695 et seq. identified in the
combined initial and targeted examinations,
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8. California Insurance Code §704(b) provides that the Commissioher may suspend
an insurer’s certificate of authority, after hearing, for not carrying out its contracts in good faith.

9. California Insurance Code §10400 provides, in pertinent part, that the
Commissioner may suspend an insurer’s certificate of authority for willfully engaging in
postclaims underwriting, in violation of Insurance Code §10384, or willfully violating any other
provision of Chapter 4, Part 2, Division 2 of the Insurance Code.

10. California Insurance Code §§730, 733, 734, and 790.04 authorize the
Commissioner access to all records of an insurer and the power to examine the affairs of every
person engaged in the business of insurance to determine whether such insurer or' person: has
complied with all laws applicable to insurance transactions. |

11. Califorhia Insufance Code §790.02 prohibits any insurer from engaging in this
State “in any trade practice which is ... an unfair method of competition or an unfair or deceptive
aét or practice in the business of insurance.”

12.  California Insurance Code §790.03 defines unfair methods of competition and
unfair and deceptive acts or practices in the business of insurance. Section 790.03(h) enumerates
sixteen (16) claims settlement practices that, when either knowingly committed on a single
occasion, or performed with such frequency as td indicate a general business practice, are
considered to be unfair claims settlement practices, and are thus prohibited.

-13.  California Code of Regulations (“CCR”), Title 10, Chapter 5, Subchapter 7.5,
Article 1» contains Fair Claims Settlement Practices Regulations “to promote the good faith,
prompt, efficient and equitable settlement of claims.”‘ These regulations delineate certain
minimum standardé for the settlement of claims which, when violated knowingly on a single
occasion or performed with such frequency as to indicate a genefal business practice shall

constitute an unfair claims settlement practice within the meaning of Insurance Code §790.03(h).
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Other acts or practices not specifically delineated in this set of regulations may also be unfair
claims settlement practices subject to Insurance Cede §790.03. All licensees are required to have
thorough knowledge of such regulations.

14. CCR, title 10, §2695.1(g) provides that feilure of a licensee to provide the
commissioner with requested information sufficient to examine the licensee’s claims handling
practices may justify a finding that the licensee was in noncompliance with these regulations or
California Insurance Code §790.03.

15.  CCR, title 10, §2695.3(a) requires all insurers to maintain all documents, notes and
work papers, including copies of all COI‘I‘GSpOl’tdf:I‘lCC,l pertaining to each claim in such detail that
pertinent events and the dates of the events can be reconstructed and the licensee’s actions
pertaining to the claim can be determined.

16.  CCR, title 10, §2695.5(a) requires a licensee to respond immediately to an inquiry
from the Department concerning a claim, but in no event more than twenty-one (21) calendar
days of receipt of that inquiry. This section is not intended to permit delay in responding to
inquiries by Department personnel conducting an examination on the insﬁrer’s premises.

17.  CCR, title 10, §2695.7(b) (1) requires a licensee to provide to a claimant, in
writing, the factual and legal basis for denial of a claim. Section 2695.7(b) (3) further requires a
licensee to include a statement in its claim denial that, if the claimant believes the claim has been
wrongfully denied or rejected, he or she may have the matter reviewed by the California
Department of Inéurance, and must include the address and telephone number of the unit of the ,‘
Department which reviews claims practices.

18.  CCR, title 10, §2695.7(d) provides that every insurer must conduct and diligently
pursue a thorough, fair and objective investigation and shall not persist in seeking information not

reasonably required or material to the resolution of a claim dispute.
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19.  California Insurance Code §790.035 provides that “any person who engages in any
unfair method of competition or any unfair or deceptive act or practice defined in §790.03 is
liable to the state for a civil penalfy to be fixed by the commissioner, not to exceed five thousand
dollars (85,000) for each act, or, if the act or practice was willful, a civil penalty not to exceed ten
thousand dollars ($10,000) for each act. The commissioner shall have the discretion to establish
what constitutes an act.” |

20.  California Insurance Code §790.06 provides for the prosecution of unfair methods
of competition and unfair and deceptive acts or practices in the business of insurance that are not
defined in §790.03.

21.  California Insurance Code §790.08 states that “The powers vested in the
commissioner in this article shall be additional to any other powers ‘to enforce any penalties, fines
or forfeitures, denials, suspensions or revocations of licenses or certificates authorized by law
with respect to the methods, acts and practices hereby declared to be unfair or deceptive.”

22,  California Insurance Code §796.04 providés that a health insurer “that authorizes a
specific type of treatment for services covered under a policyholder’s contract by a provider shéll
not rescind or modify this authorization after the provider renders the health care service in good

faith and pursuant to the authorization for any reason, including, but not limited to, the insurer’s

. subsequent rescission, cancellation, or modification of the insured’s or policyholder’s

contract....”

23.  California Insurance Code §10113 provides that ‘.‘Every policy of life, disability, or
life and disability insurance issued or delivered within this State... shall contain and be deemed to
constitute the entire contract between the parties and nothing shall be incorporated therein by

reference to any constitution, by-laws, rules, application or other writings, of either of the parties

_thereto or of any other person, unless the same are indorsed upon or attached to the policy....”
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24, California Insurance Code §10169 provides, in pertinent part, that, under.the
Legislature’s establishment of an Indepeﬁdent Medical Review System in the Department of
Insurance, commencing January 1, 2001, every disability insurer must provide an insured with the
opportunity to seck an independent medical review whenever health care services have been
denied, modified, or delayed by the insurer...if the decision was based in whole or in part on a
finding that the proposed health care services are not medically necessary. Subsection (i) of
§10169 requires that “every disability insurer shall prominently display in every ...insurance
contract, ...on copies of insurer procedures for resolving grievances, on letters of denials issued
by either the insurer or its contracting organization, and on all written responses to grievances,
information concerning the right of an insured to request an independent medical review” from
the Department of Insurance “in cases where the insured believes that health care services have
been improperly denied, modified, or delayed by the insurer or by oné of its contracting
providers.” \

25. California Insurance Code §10123.13 requires that “Every insurer issuing group or
individual policies of health insurance that covers hospital, medical, or surgical expenses. ..shall
reimburse claims. .., whether in state or out of state, as soon as practical, but no later than 3Q
working days after receipt of the claim by the insurer.” If the claim is contested or denied by the
insuref, the cléimant jshall be notified in wrivting within 30 working days after receipt of the claim.
Such notice must identify the portion>of the claim that is contested or denied and the specific
reasons including the factual and legal basis for contesting or denying the claim. The insurer
shall provide a copy of such notice to the insured’s health care proYider that provided the services
at issue. If an uncontested claim is not reimbursed within 30 working days after receipt, or if the
insurer has received all of the infbrmation necessary to determine payer liability for a contested

claim that is determined to be payable and has not reimbursed the claim within 30 working days
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of receipt of that information, interest shall accrue and shall be payable at the rate of 10 percent
per annum beginning with the first calendar day after the 30 Working day period.

26.  California Insurance Code §10123.1‘31 provides? in pertinent part, that an insurer
shall not request information that is not reasonably necessary to determine liability for payment of
a claim,

27.  California Insurance Code'§103 80 provides that the falsity of any statement in the
application for insurance shall not bar the right to recovery under the policy unless such false
statement was made with act\ial intent to deceive or unless it materially affected either the
acceptance of the risk or the hazard assumed by the insured.

28.  California Insurance Code §10381.5 provides, in pertinent part, that “the insured
shall not be bound by .any statement made in an application for a policy unlesé a copy of such
application is attached to or endorsed on the policy when issued as a part thereof.”

29.  California Insurance Code §10384 prohibits an insurer issuing any policy of
disability insurance covering hospital, medical, or surgical expenses from engaging in the practice
of postclaims underwriting. “Postclaims underwriting” is defined as “rescinding, canceling, or
limiting of a policy or certificate due to the insurer’s failure to complete medical underwriting and
resolve all reasonable questions arising from written information submitted on or with an
application before issuing the policy or certiﬁcate.”

FACTUAL ALLEGATIONS

30.  Onor about August 2005, the Department conducted a routine Market Conduct
examination of BLUE SHIELD’S claims handling practices during the period of June 1, 2004
through May 31, 2005. The examination focused primarily on whether BLUE éHIELD’S claims
handling and claims‘settlemen_t practices were effectuated promptly, fairly, and equitably, in

conformance with contractual obligations and California law.
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31.  Concurrently, the Department conducted a targeted examination of Blue Shield’s
resciséion practices during the same twelve month period from June 1, 2004 through May 31,
2005. The targeted examination covered only Individual and Family Plan health insurance
policies.

32. Between June 1, 2004 and May 31, 2005, Blue Shield rescinded one hundred
eighty-five (185) Short-Term-Health insurance policie’s and forty-four (44) Individual and Family
Plan health insurance policies, totaling two hundred twenty-nine (229) policies.

| 33.  During the initial Markef Conduct examination, the ex’aminers reviewed two
hundred eighty-svix (286) claims ﬁlés' involving various Blue Shield lines of business, iricluding
Group and Individual Preferred Provider Organization health insurance products, Individual
Short-Term Health products, and Group and Individual life insurance products. The initial
examination iﬁcluded ten (10) rescinded and cancelled Individual and Family Plan health
insurance policies. During the concurrent targeted examination, the examiners reviewed the
remaining thirty-four (34) rescinded Individual and Family Plan health insurance policies during
that time period. In sum, the examiners reviewed three hundred tv§enty (320) files. -

34.  Based on the combined examinations, the Department alleges that BLUE SHIELD
has engaged in the following five hundred seventy-ﬁve (575) unfair or deceptive acts or
practices,” in violation of California Insurance Code §790.03 and/or the Fair Claims Settlement
Practices Regulations, as more fully described in the attached Market Conduct reports:

Failure to Act Reasonably Promptly Upon Communications Regarding Claims

(a) In one hundred seventy-six (176) instances, BLUE SHIELD failed to respond to an

inquiry by the Department’s examiners within 21 calendar days, in violation of CCR, title 10,
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§2695.5(a). In many of those instances, BLUE SHIELD took 22 to 100 days to respond.

(b)  Inatleast one (1) instance, BLUE SHIELD failed to acknowledge and act
reasonably promptly to a provider appeal with respect to claims arising under insurance policies,
in violation of California Insurance Code §790.03(h)(2).

(c) In two (2) instances, BLUE SHIELD failed to acknowledge to the claimant receipt
of a notice of claim within fifteen calendar days, in violation of CCR, title 10, §2695.5(e)(1).

(d)  Inthree (3) instances, BLUE SHIELD failed to act reasonably promptly in
providing and/or maintaining all documents and records requested by Department examiners, as
required by California Insurance Code §734, in violation of California Insurance Code
§790.03(h)(2).

Failure to Adopt and Implement Reasonable Standards for the Prompt Investigation and
Processing of Claims

(e) In one hundred twenty-five (125) instances, BLUE SHIELD failed to adopt and
implement reasonable standards for the prompt invéstigation and processing of claims arising
under its insurance policies, in violation of California Insurance Code §790.03(h)(3).

63 In fifty-eight (58) instances, BLUE SHIELD failed to maintain all documents,
notes, correspondence, and work papers which reasonably pertain to each claim in such detail that
pertinent events and the dates of the events can be reconstructec'i and the licensee’s actions
pertaining to the claim can be determined, in violation of CCR, title 10, §2695.3(a).

(2) In seventeen (17) instances, BLUE SHIELD failed to respond at all or failed to
properly evaluate responses from policyholders who appealed rescission of their coverage and
denial of their claims, in violation of California Insurance dee §§790.02 and 790.03(h)(3). In

one instance, an insured who applied for a plan transfer was underwritten and thereafter rescinded

* Of the 531 claims handling violations cited in the Market Conduct Examination Reports, 519 were identified in the
initial examination and 12 in the targeted examination.
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when he should not have been underwritten at all. In three instances, points that led to a
rescission were assigned for symptoms in which there was no evidence of the underlying
diagnosis that generated the points. In seven instances, policyholders appealed rescission of their
coverage attaching statements from their health care providers refuting BLUE SHIELD’S basis

for rescission, which BLUE SHIELD did not address.

Misrepresentation of Pertinent Facts or Insurance Policy Provisions to Claimants
(h) Insixty-one (61) instances, BLUE SHIELD failed to represent cor;ectly to
claimants pertinent facts or insurance policy provisions relating to a coverage at is;ue, in violation
of California Insurance Code §790.03(h)(1). Four of these instances involved life insurance
products, in which BLUE SHIELD notified claimants of Iife insﬁrance benefits that a beneficiary
was not designated ye;[ BLUE SHIELD could not locate a copy of the application in the files to
support such a statement.

(1) In five (5) instances, BLUE SHIELD failed to advise policyholders of their right to
seek an Independent Medical Review from the Department of Insurance on letters of denials and
other written materials, as required by California Insurance Code §10169(i), in violation of
California Insurance Code §790.03(h)(1).

Not Attempting in Good Faith to Effectuate Prompt, Fair and Equitable Settlements

()] In thirty-five (35) instances, BLUE SHIELD failed to include a statement in its
claim denial that, if the claimant believes the claim has been wrongly denied or rejected, he or she
may have the matter reviewed by the California Department of Insurance, along with the address
and telephone number of the unit of the Department which reviews claims practices, in violation
of CCR, title 10, §2695.7(b)(3). BLUE SHIELD was previc;usly cited for violation of this section

in the Department’s Market Conduct Examination Report As of August 31, 2002.
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(k) In twenty-six (26) instances, BLUE SHIELD failed to conduct and diligently
pursue a thorough, fair and objective investigation by persisting in seeking information not
reasonably required for or material to the resolution of a claim dispute, in violation of CCR, title
10, §2695.7(d) (prior to 10/04 CCR revision).

O In three (3) instances, BLUE SHIELD failed to conduct and diligently pursue a
thorough, fair and objective investigation of a clairn, in violation of CCR, title 10,
§2695.7(d)(after 10/04 CCR revision).

(m) Inseventeen (17) instances, BLUE SHIELD did not attempt in good faith to
effectuate prompt, fair and equitable settlements of claims in which liability had become
reasonably clear, in violation of California Insurance Code §790.03(h)(5). BLUE SHIELD
agreed to these findings and, at the insistence of the Department, conducted a survey of claims
during 2004-2006, resulting in payment of an additional $986,401.93 to claimants.

(n) In thirteen (13) instances, BLUE SHIELD failed to provide to the claimant an
explanation of benefits for each claim payment including, if applicable, the name of the provider
or services covered, dates of service, and a clear‘ explanation of the computation of benefits, in
violation of CCR, title 10, §2695.11(b). |

(0) In five (5) instances, BLUE SHIELD failed to provide to the claimant, in writing,
the factual énd legal bases of fhe reason for the denial of a claim, in violation of CCR, title 10,
§2695.7(b)(1).

(p) In four (4) instances, BLUE SHIELD failed to affirm or deny coverage of claims
within a reasonable time after proof of loss requirements had been completed and submitted by

the insured, in violation of California Insurance Code §790.03(h)(4).
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(@)  Inat least one (1) instance, BLUE SHIELD attempted to settle a claim by making
a settlement offer that is unreasonably low despite evidence submitted by the claimant to support
the value of the claim, in violation of CCR, title 10, §2695.7(g).

(r) In at least one (1) instance, BLUE SHIELD failed to reimburse the insured or

medical service provider for reasonable expenses incurred in copying medical records requested

by the insurer, in violation of CCR, title 10, §2695.11(g). BLUE SHIELD agreed to this finding
and, at the insisfence of the Department, conducted a survey of claims paid during 2003-2006,
resulting in payment of an additional $974.65 to claimants and/or medical service providers.

| (s) In three (3) instancés, BLUE SHIELD failed to fetum premium to beneficiaries at
the time of claims settlement, as required by California Insurance Code §481, in violation of
California Insurance Code §790.03(h)(5). BLUE SHIELD agreed to these findings and, at the

insistence of the Department, conducted a survey of claims dufing 2004-2006, resulting in

payment of an additional $15,104.24 to claimants.

) In seven (7) instances, BLUE SHIELD failed to pay interest. on an uncontested
claim after thirty working days, as required by Califdmia Insurance Code §10123.13((b), in
violation of California Insurance Code §790.03(h)(5). BLUE SHIELDV was previously cited for
violation of this section in the Department’s Market Conduct Examination Report As of August
31, 2002.

(u)  Infive (5) instances, BLUE SHIELD failed to pay interest on a contested claim
that had not been paid within thirty days of a determination of payer liability, as required by
California Insurance Code §10123.13(c), in Violation of California Insurance Code §790.03(h)(5).
BLUE SHIELD agreed with these findings and paid the interest due.

(v)  Infour (4) instances, BLUE SHIELD failed to reimburse or notify insureds that

BLUE SHIELD was contesting or denying the claim within thirty working days, as required by -
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California Insurance Code §10123.13(a), in violation of California Insurance Code §790.03(h)(4).
BLUE SHIELD was previously cited for noncompliance with California Insurance Code
§10123.13(a) in the Department’s Market Conduct Examination Report As of August 31, 2002.

Failure to Certify Adequate Training of Claims Agents

(w)  Inone (1) instance, BLUE SHIELD failed to maintain a copy of the certification
that the company had provided thorough and adequate training of its claims agents regarding the
Fair Claims Settlement Practices Regulations, in violation of CCR, title 10, §2695.6(b)(4).

Failure to Disclose Policy Provisions and Benefits

(X)r In two (2) instances, BLUE SHIELD failed to disclose to a claimant or beneficiary
all benefits, coverage, time limits or other provisions of an insurance policy that may apply to the
claim presented, in violation of CCR, title 10, §2695.4(a).

35.  The Commissioner has alleged that each act identified in paragraph 34 constitutes
an unfair method of competition or unfair or deceptive act or practice within the meaning of
California Insurance Code §790.03; and,

36.  Asaresult of the combined examinations, the Departinent also allegés that BLUE
SHIELD has engaged in activities related to rescissions in violation of the following provisions of
the Insurance Code, as more fully described in thei Market Conduct Reports:

Failure to Attach or Endorse the Application to the Insurance Policy When Issued

In two hundréd twenty-nine (229) instances, BLUE SHIELD failed to attach or endorse
the application on the policy when it was issued yet used statements in the application as the basis
for all forty-four (44) Inidividual and Family Plan rescissions and cancellations and one hundred
eighty-five (185) Short-Term Health policy rescissions, in violation of California Insurance Code

§10113.
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In two hundred twenty-nine (229) instances, BLUE SHIELD used iﬁsured’s statements in
an application for a health insurance policy as the basis for rescission without attaching or
endorsing such application on the policy when it was issued in all of the Individual and Family
Plan and Short-Term Health insurance policies rescinded between June 1, 2004 through May 31,

2005, in violation of California Insurance Code §10381.5.

Failure to Establish Material Misrepresentation to Bar Recovery Under the Policy

In at least ten (10) instances, BLUE SHIELD failed to establish that an incorrect or
incomplete response on the application constituted material misrepresentation, under applicable
law, in each of the rescinded policies to bar recovery under the policies, in'violation of California
Insurance Code §10380. The Department’s examiners found no evidence that BLUE SHIELD
made a good faith effort to determine whether the policyholder was aware of the true facts of his
or her medical history and appreciated the significance of information related to him or her or
contacted the agent to determine all the facts surrounding any alleged misrepfesentation ina
rescission investigation.

BLUE SHIELD Engaged in Prohibited Postclaims Underwriting

In ten (10) instances, representing approximately 25% of rescinded Individual and Family
Plan health insurance policies for the period of June 1, 2004 through May 31, 2005, BLUE
SHIELD .engaged in postclaims underwriting, in violation of California Insurance Code §10384,
by failing to complete medical underwriting and resolve all reasonable questions arising from
written information submitted on or with an appliéation before issuing the policy.

(1)  YV’s health insurance policy was rescinded after a request for prior authorization
of medical care and claims were received by BLUE SHIELD. BLUE SHIELD’S postclaims
investigation revealed inconsistencies in YV’s application when compared to medical records

which were only obtained after issuance of the policy for the postclaims investigation.
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Speciﬁcaﬂy, YV’s application reported treatment for a bladder inféction on 2/1/04 in Part 7 of the
application, which was an incorrect section of the application for reporting this information. In
spite of the bladder infection énd bladder pain reported in Part 7, YV provided conflicting
information in Part 4 when she answeréd “no” to the following question: “Have you ever
received any professional advice or treatment for or had any of the symptoms pertaining to any of
the following:...Question 6: Urinary Tract: Such as: renal,...bladder...infections.” Further, YV
did not list any medication she presumably would have taken for a bladder infection. YV’s
application also provided no informatioh on details of her medical condition in Part 5 even though
she reported it in Part 7, making this application incomplete. BLUE SHIELD failed to contact the
applicant or take any other steps to obtain the missing responses. Thus, BLUE SHIELD was put
on notice that the applic/ant had suffered bladder pain and a bladder infection but chose not to |
completé medical underwriting and resolve the obvious inconsistencies prior to issuing the policy.

Further, the structure of the question in Part 7, which inquires about the Last Physician
Visit, provides no opportunity for the applicant to supply information about visits prior to the last
physician visit and is confusing and difficult to understand. It would be difficult for an applicant
fo report recurring visits or problems when the question asks only about the last physician visit.
Yet BLUE SHIELD Would need this information to properly apply its own underwriting
guidelines and to complete medical underwriting.

BLUE SHIELD failed to consistently apply its underwriting guidelines and processed
YV’s incomplete application as a “clean” application. Had BLUE SHIELD ordered a copy of
medical records frorﬁ the doctor who treated her bladder infection prior to issuing coverage, it
would have ébtained the additional information needed to complete medical underwriting to
determine eligibility. Instead, BLUE SHIELD waited until medical services were needed and

provided to conduct a postclaims investigation that resulted in rescinding the policy. During the

First Amended Accusation -16-




(el SRS )

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

postclaims investigation, BLUE SHIELD obtained the medical records at no cost within four days
of its request.

(2)  VH completed an application for health insurance and BLUE SHIELD issued the
policy without reviewing or requesting medical records during the pre-enrollment medical
underwriting process. BLUE SHIELD asked the insurance agent (holding an appointment from
BLUE SHIELD) involved in selling the policy to obtain two pieces of missing information\
regarding applicant’s cigarette smoking and last menstrual period. In a large handwritten note,
initialed at the bottom of VH’s application, the agent wrote “Suggest APS.” An “APS” is an
Attending Physician Statement and is an important part of the medical underWriting process when
there is any question about the applicant’s medical information which is self-reported. In Part 11
of the application, the agent is required to provide written yes or no answers to a series of
questions. On VH’s application, in the section where the agent signs, every single “YES”
response had clearly been scratched out and replaced with a “NO” response. By failing to contact
its appointed agent to inquire about the changed answers and the agent’s recommendation to
obtain an Attcnding Physician Statement, BLUE SHIELD failed to comblete medical
underwriting. The Department couid find no evidence of an Attending Physician Statement or
documentation of an inquiry to the agent regarding the recommendation in the pre-enrollment
underwriting file.

3) MQ submitted an application for individual health insurance on October 2, 2004.
The application showed a “NO” response in Part 4 to the following question: “Have
you...EVER...received any professional advice or treatment for or had any symptoms pertaining
to. any of the following?... Question 19. Counseling or treatment for symptoms of depression,
manic depression, anxiety, ...or for any other reason?” In Part 6, MQ ipdicated ongoing use of

the medication Propanolol as of 2/27/04. MQ reported using this medication for anxiety and
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indicated no end date for use of this medication. In Part 7, which asked to List your Last
Physician Visit, MQ reported fhe same 2/27/04 visit to her physician with the finding of Anxiety
and Present Status of “None.” The information provided by MQ in these three different parts of
the application produced clear conflicts. In two answers, she reported anxiety but answered
“NO” to a direct question about anxiety in her Medical History. She provided no information in
Part 5 asking for Medical Condition Details. The Department’s examiners did not find any
evidence that BLUE SHIELD requested additional information from the applicant or medical
reéords in the pre-enrollment underwriting file to resolve thése apparent conflicts and
inconsistencies in the application before issuing the policy.

N MQ also indicated on the application that she drank five alcoholic beverages per week for
five years with a stop date of 9/26/04, which was only five days prior to the date of her
application for health coverage. These contradictory and inconsistent responses to an experienced
underwriter clearly call for additional information to_complete medical underwriting and resolve
apparent questions. Nothing was done. However, once health care providers requested prior
authorization for medical care and claims for medical services were submitted for payment,
BLUE SHIELD immediately initiated a postclaims investigation during which it obtained
underwriting information that led to rescission of MQ’s coverage.

(4) NB submitted her application for individual health insurance on 8/25/04. Even
though her application was incomplete due to the omission of the diagnosis that led to her surgery
in 2002, BLUE SHIELD issued a policy. NB’s application also contained obvious
inconsistencies that were not resolved prior to issuance of coverage. In the part asking about
Medical Conditions, NB listed treatment for stress due to a divorce from 7/03 and ending 9/03.
However, in the part asking about her Last Physiciaﬁ Visit, NB listed a referral to counseling on

03/10/04, that her pfesent status was “good,” and that the reason for the physician visit was’

First Amended Accusation -18-




10 |

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

“follow up.” BLUE SHIELD did not comply with its own guidelines that call for the applicant to
provide written documentation of missing information such as a diagnosis. The Department’s
examiners could find no evidence that BLUE SHIELD sought medical records orb took other
measures to properly complete medical underwriting and resolve the patent inconsistencies in-
NB’s application p(’ior to issuing a policy.

(5)  FH applied for health coverage, requesting an effective date of 4/1/04. She
answered f‘YES” to the question “Have you...EVER received any professional advice or
treatment fof or had any symptoms pertaining to any of the following? Question 1: Brain or
nervous system — such as: dizziness, headache, etc.?” FH reported, in Part 5, a diagnosis of
hormonal migraines that was ongoing and that she was continuing to take a medication for this
diagnosis. FH did not complete the question regarding frequency of her migraines nor did she
cdmplete the application’s inquiry regarding the Present Status of her migraines. BLUE SHIELD
did not follow up to obtain the missing information and issued a policy. Five months after the
effective date, z{prior authorization request triggered a postclaims investigation. Thereupon,
BLUE SHIELD requested medical records and received them within three days. FH also filed a
complaint with’the Department stating that she had fully disclosed her medical history but her
coverage was still rescinded.

(6) MM, KD, BZR, and JC reported prior coverage with BLUE SHIELD or one of its
affiliates. Nonetheless, in spite of easy access to claims history and medical information detail
for these four individuals, there was no record that BLUE SHIELD reviewed such information to
complete medical underwriting before iséuing the policies to assure that the responses were
accurate and complete. BLUE SHIELD processed MM’s application as a “clean” application, yet

it had prior claims history to show that it had paid claims for treatment of conditions that were not
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reported Qn the application. BLUE SHIELD ignored its own guidelines which instruct that an
application should not be treated as “clean” if there is prior BLUE SHIELD health coverage.

(7)  CC submitted an online application to BLUE SHIELD requesting a plan change,
from a PPO plan with a $5,000 deductible to a PPO plan with a $750 deductible. BLUE SHIELD
issued coverage under the new plan on 8/15/04, but shortly thereafter initiated a postclaims

investigation on 9/9/04. On his transfer application, CC reported a normal healthy routine exam

“on 7/29/02, followed by an emergency room visit seven days later and a one-week hospitalization

for the diagnosis of hyperhydrosis on 8/6/02. BLUE SHIELD’S underwriting guidelines call for
additional underwriting if a diagnbsis is not on its “clean application” list. CC’s diagnosis of
hyperhydrosis was not on this list, yet BLUE SHIELD failed to complete such underwriting
before issuing coverage on 8/15/04 under the new PPO plan. BLUE SHIELD rescinded CC’s
coverage on 9/19/04.

STATUTORY ALLEGATIONS

37.  The facts alleged in Paragraph 34 herein demonstrate that BLUE SHIELD has
engaged in acts which constitute an unfair method of competition and/or unfair or deceptive acts
or practices in this State, in violation of California Insurance Code §790.03 and/or the Fair Claims
Settlement Practices Regulations. BLUE SHIELD’S conduct constitutes grounds for the
Insurance Commissioner to assess a monetary penalty pursuant to California Insurance Code
§790.035.

38.  The facts alleged in Paragraphs 34 and 36 herein demonstrate that BLUE SHIELD
has not carried out ité contracts in good faith, and constitute grounds for the Insurance
Commissioner to suspend BLUE SHIELD’S Certificate of Authority pursuant to Insurance Code

§704(b).
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39.  The facts alleged in Paragraph 36 herein demonstrate that BLUE SHIELD has
engaged in postclaims underwriting, in direct contravention of California Insurance dee §10384,
and, if willful, constitute grounds for the Insurance Commissioner to suspend or revoke BLUE
SHIELD’S Certificate of Authority pursuant to California Insurance Code §10400.

40.  The facts alleged in Paragraph 36 herein demonstrate that BLUE SHIELD has
engaged in conduct‘that violates California Insurance Code §§10380 and 10381.5, and, if willful,
constitute grounds for the Insurance Commissioner to suspend or revoke BLUE SHIELD’S
Certificate of Authority pursuant to California Insurance Code §10400.

41.  The facts alleged in Paragraph 36 herein demonstrate that BLUE SHIELD has
engaged in activities related to rescission practices which constitute an unfair method of
competition and/or unfair or deceptive acts or practices in the marketplace affecting consumers
and disability insurance competitors in this State tﬁat are not defined in California Insurance Code
§790.03, in violation of §790.06(a) of the California Insurance Code. BLUE SHIELD’S conduct
constitutes grounds for the Insurahce Commissioner to enjoin such practices if not discontinued.

42.  The Insurance Commissioner heréby notifies BLUE SHIELD that, based upon the
facts alleged herein, BLUE SHIELD is in violation of California Insurance Code §§700(c),
704(b), 790.02, 790.03, 790.06, 796.04, 10113, 10123.13, 10123.131, 10169, 10380, 10381.5,
and 10384, and the Fair Claims Settlement Regulations contained in California Code of
Regulations, Title 10, Chapter 5, Subchapter 7.5, commencing with §2695.1.

DEMAND PURSUANT TO
CALIFORNIA INSURANCE CODE §§790.035, 790.05, 790.08, and 12976

43.  PLEASE TAKE NOTICE that the Insurance Commissioner may, as a result of
BLUE SHIELD’S actions as set forth hereinabove, and pursuant to California Insurance Code

§790.035, seek monetary penalties up to:
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a. Two million eight hundred seventy-five thousand dollars ($2,875,000.00), if each
of the five hundred seventy-five (575) acts of unfair competition or unfair or deceptive
practices alleged above is established and such acts are non-willful, based on a penalty of |
five thousand dollars ($5,000.00) for each act; or

b. Five million seven hundred fifty thousand dollars ($5,750,000.00), if each of the

five hundred seventy-five (575) acts of unfair competition or unfair or deceptive préctices

alleged above is established and such acts are willful, based on.a penalty of ten thousand
dollars ($10,000.00) for each act.

44, PLEASE TAKE FURTHER NOTICE that, aswa result of the actions of BLUE |
SHIELD as set forth hereinabove, and pursuant to California Insurance Code §§790.06, 790.08,
10380, 10113, 10381.5, and 10384, demand is hereby made for such other equitable relief,
including restitution, as may be necessary to redress BLUE SHIELD’S violations of enumerated
California statutory law and regulations and for such other and further relief as may be just and
proper.

ORDER TO SHOW CAUSE PURSUANT TO CALIFORNIA INSURANCE CODE
§§790.03, 790.05 and 790.06

45. WHEREAS, the Insurance Commissioner has reason to believe, based upon rthe
facts set forth herein, that BLUE SHIELD has engaged in or is engaging in unfair methods of
competition and/or unfair or deceptive acts or practices in this State as defined in California
Insurance Code §790.03(h) and/or the Fair Claims Settlement Practices Regulations; and,

' 46. WHEREAS, the Insurance Commissioner has reason to believe, based upon the
facts set forth herein, that BLUE SHIELD has engaged in or is engaging in a method of
competition and/or an act or practice in the conduct of its business in this State that is not defined

in California Insurance Code §790.03; and that the method is unfair and/or the act or practice is

unfair or deceptive pursuant to California Insurance Code §790.06; and,
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47.  WHEREAS, the Insurance Com.rnissioner has reason to believe tﬁat a proceeding
by the Insurance Corﬁmissioner would be in the public interest, he hereby issues the herein Order
to Show Cause, pursuant to California Insurance Code §790.05, containing a statement of the
charges and BLUE SHIELD’S potential liability; and,

48.  WHEREAS, the Insurance Commissioner has reason to believe that a proceeding
by the Insurance Commissioner would be in the public interreAst, he hereby issues the herein Order
to Show Cause, pursuant to California Insurance Code §790.06, containing a statement of the
methods, acts or practices alleged to be unfair or deceptive; and,

49,  THEREFORE, the Insurance Commissioner hereby notifies BLUE SHIELD that a
hearing shall be held at a time and place to be determined by the Commissioner which shall not
be less than 30 days after service of the herein Order to Show Cause to determine whether the
alleged methods, acts or practices set forth herein should‘be declared to be unfair or deceptive and
whether the Commissioner should issue an Order to pay the penalty imposed by California
Insurance Code §790.035 and to cease and desist from such acts or practices.

50. THEREFORE, the Insurancé Commissioner hereby notifies BLUE SHIELD that a
hearing shall be heid at a time and place to be determined by thé Commissioner which Shall not
be less than 30 days after service of the herein Order to Show Cause to determine whether the
alleged methods, acts or practices set forth herein should be declared to be unfair or deceptive and

whether the Commissioner should issue a report so declaring.

WHEREFORE, the Insurance Commissioner prays for the following:

1. An Order to Cease and Desist against BLUE SHIELD from engaging in unfair
methods of competition and unfair and deceptive acts or practices in the business of life and

disability insurance in violation of California Insurance Code §§790.03 and 790.06; and,
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2. An Order to Cease and Desist against BLUE SHIELD from engaging in activities
in the business of life and disability insurance in violation of California Insurance Code §§700(c),
704(b), 796.04, 10113, 10123.13, 10123.131, 10169, 10380, 10381.5, and 10384; and

3. The suspension of BLUE SHIELD’S Certificate of Authority to act as a Life and
Disability insurer in the State of California for not exceeding one year, pursuant to California
Insurance Code §704(b); and,

4. The suspension or revocation of BLUE SHIELD’S Certiﬁcéte of Authority to act
as a Life and Disability insurer in the State of California, pursuant to California Insurance\Code
§10400; and,

5. The imposition of Notice on BLUE SHIELD that, after conclusion of tﬁe hearing,
upon a finding of violation of California Insurance dee §700(c), BLUE SHIELD will be subject |
to the possible revoéation of >its Certificate of Authority pursuant to California Insurance Code
§701; and, |

6. The imposition of monetary penalties as provided by law, pursuant to Caﬁfornia
Insurance Code §790.035, of up to (a) two million eight hundred seventy-five thousand dollars
($2,875,000.00) if each of the five hundred seventy-five (575) acts of unfair competition or unfair
or deceptive practices alleged above is established and such acts are non-willful, based on a
penalty of five thousand dollars ($5,000.00) for each act; or (b) five million seven hundred fifty
thousand dollars ($5,750,000.00) if each of the five hundred seventy-five (575) acts of unfair
competition or unfair or deceptive practices alleged above is established and such acts are willful,
based on a penalty of ten thousand dollars ($10,00_0.00) for each act; and,

7. The imposition of such other equitable relief, including restitution, as may be

necessary to redress BLUE SHIELD’S violations as set forth above; and
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8. The imposition of such further relief as may be just and proper.

Dated: August 27, 2008 STEVE POIZNER
Insurance Commissioner

o o o L.

Shulman
Senidr Staff Counsel
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PROOF OF SERVICE
Blue Shield of California Life & Health Insurance Company
Case No. OSC-2007-00067

I am over the age of eighteen years and am not a party to the within action. I am an
employee of the Department of Insurance, State of California, employed at 45 Fremont Street,
19th Floor, San Francisco, California 94105. On August 27, 2008, I served the following
document(s):

FIRST AMENDED ORDER TO SHOW CAUSE; ACCUSATION; NOTICE OF
NONCOMPLIANCE AND HEARING; DEMAND FOR MONETARY PENALTY
AND CONFIDENTIAL LIST OF POLICYHOLDER NAMES FILED
CONCURRENTLY WITH FIRST AMENDED ACCUSATION

on all persons named on the attached Service List, by the method of service indicated, as follows:

If U.S. MAIL is indicated, by placing on this date, true copies in sealed envelopes, addressed to
each person indicated, in this office’s facility for collection of outgoing items to be sent by mail,
pursuant to Code of Civil Procedure Section 1013. I am familiar with this office’s practice of
collecting and processing documents placed for mailing by U.S: Mail. Under that practice,
outgoing items are deposited, in the ordinary course of business, with the U.S. Postal Service on
that same day, with postage fully prepaid, in the city and county of San Francisco, California.

If OVERNIGHT SERVICE is indicated, by placing on this date, true copies in sealed
envelopes, addressed to each person indicated, in this office’s facility for collection of outgoing
items for overnight delivery, pursuant to Code of Civil Procedure Section 1013. I am familiar
with this office’s practice of collecting and processing documents placed for overnight delivery.
Under that practice, outgoing items are deposited, in the ordinary course of business, with an
authorized courier or a facility regularly maintained by one of the following overnight services in
the city and county of San Francisco, California: Express Mail, UPS, Federal Express, or Golden
State overnight service, with an active account number shown for payment. '

If FAX SERVICE is indicated, by facsimile transmission this date to fax number stated for the
person(s) so marked.

If PERSONAL SERVICE is indicated, by hand delivery this date.

If INTRA-AGENCY MAIL is indicated, by placing this date in a place designated for collection
for delivery by Department of Insurance intra-agency mail. ‘

If EMAIL, by electronic mail transmission this date to the email address(es) listed.

Executed this date at San Francisco, California. I declare under penalty of perjﬁry under the laws
of the State of California that the above is true and correct.

_@—GI_L‘[“E—

Jean Hipof—

#469905v1
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SERVICE LIST

Blue Shield of California Life & Health Insurance Company
Case No. OSC-2007-00067

Name/Address

Cheryl R. Tompkin
Administrative Law Judge
OFFICE OF ADMINISTRATIVE
HEARINGS

1515 Clay Street, Suite 206
Oakland, CA 94612

John C. Holmes

BARGER & WOLEN LLP
633 W. Fifth Street, 47™ Floor
Los Angeles, CA 90071
jholmes@barwol.com

Gregory N. Pimstone

MANATT, PHELPS & PHILLIPS,
LLP

11355 W. Olympic Boulevard

Los Angeles, CA 90064

gpimstone(@manatt.com

#469905v1

Phone/Fax Numbers

Tel.: (510) 622-2722
Fax: (510) 622-2743

Tel.: (213) 680-2800
Fax: (213) 614-7399

Tel.: (310) 312-4000
Fax: (310) 312-4224

Method of Service

FAX (without
exhibits) & U. S.
MAIL

EMAIL (without
exhibits) & U. S.
MAIL

EMAIL (without
exhibits) & U. S.
MAIL
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CALIFORNIA DEPARTMENT OF INSURANCE
LEGAL DIVISION — ENFORCEMENT BUREAU

Mary Ann Shulman, Esq. sBN 190164
Teresa A. Campbell, Esq. sBN 162105
45 Fremont Street, 21% Floor

San Francisco, CA 94105
Telephone: 415/538-4133
Facsimile: 415/904-5490

Attorneys for the
California Department of Insurance

BEFORE THE INSURANCE COMMISSIONER

OF THE STATE OF CALIFORNIA

SAN FRANCISCO

In the Matter of the Certificate of Authority
of: '

BLUE SHIELD OF CALIFORNIA LIFE &
HEALTH INSURANCE COMPANY,

Respondent.

CDI File No. OSC-2007-00067
OAH No. 2008020772

CONFIDENTIAL LIST OF
POLICYHOLDER NAMES FILED
CONCURRENTLY WITH FIRST
AMENDED ACCUSATION

[Non-Public]

Administrative Law Judge Cheryl R. Tompkin
Hearing Date: October 20, 2008
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PUBLIC REPORT OF THE MARKET CONDUCT EXAMINATION

OF THE CLAIMS PRACTICES OF THE. -

B BLUE SHIELD OF CALIFORNIA LIFE & HEALTH
-~ INSURANCE COMPANY .
- NAIC # 61557 CDI # 1450-6 | |,

CAREAMERICA LIFE ]NSURANCE CONIPANY -
o NAIC # 71331 CDI # 1927—3 o

AS OF MAY 31, 2005
STATE OF CALIFORNIA -

' DEPARTMENT OF INSURANCE
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~ FIELD CLAIMS BUREAU
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' TABLE OF CONTENTS

SALUTATION.,,f:...'.;: ........ S s
SCOPE OF THE EXAMINATION. ... T
CLAIMS SAMPLE REVIEWBD AND OVERVIEW OF FINDINGS...'........,; ......... 4.
TABLBOFTOTALCITATIONS ...... - ........ irveeneernieasionees ...... o
TABLE OF CITATIONS BY LINE OF BUSINESS..... SR N

SUMMARY OF EXAMINATION RESULTS ... ... SRS O




STATE OF CALIFORNIA - i . ) " Steve Poizner, Instirance Cominissioney ’
DEPARTMENT OF INSURAN CE . ) - » .

" Conshmer Services and Market Conduct Branch
Field Claims Bureau, 11th Floor
300 South Spring Street :
Los Angeles, CA 90013

September 10, 2007

The Honorable Steve Poizner
Insurance Commissioner.

State of California

45 Fremont Street

San Franclsco Cahforma 941 05

Honorsble Commi§sioner:

Pﬁrsuant to instructions, and under the;, aufhority 'granted undef Part 2, Chapterl '~-‘Artiole
4, Sections 730, 733, 736, and Atficle 6.5, Section 790.04 . of the Cahforma Insurance Code
and Title 10, Chaptcr 5, Subchapter 7,5, Section 2695. 3(a) of the California Code of

- Regula‘aons, ani examination was made of the claims practices and procedures in California of:

Blue Shield of California Life & Health Insurance Company
| . CNAICH61SST
CareAmerica Life Insurance Company
NAIC # 71331
" Group NAIC #2798

Hereinafter referred to as BSL, CLI, the Company or, colit;ctively as thefCompanieS .

. This report is made available for publii: inspection and is ﬁublished on the Califomiét '
. Department of Insurance web site (WWW msurance ca.gov) pursuant to California Insurance
Code section 12938 : ‘ '




' SCOPE OF THE EXAMINATION -

Thc,_fcpoft documents the results of two separate file review pr'occs'scs.' The initial
routine cxaminaﬁou covcrcd the claims handling practiccs of the aforementioned Companies -
during the pericd june 1, 2004, through. May 31, 2005. A targeted réview of BSL’s
Rcscis'sion'and‘ Cancelled files also was examined for the window period of June 1, 2604,
through May 31, 2005. The combined oxcmmation waé made to discover, in general, if
thesa arid" other opcratmg procedures of the Companies conform with the contractual:
-',obhgatlons in the policy forms, o provmons. of the California Insurance Code. (CIC), the
California Code of chulaﬁous (CCR) and case law., This report contains only alleged
viola'tions.o'f Section 790,03 and Title 10, California Code of chuloﬁons, Section 2695 etal,
The alleged ¥violations of other relevant laws which resulted from this examination are
. included ina separate report which will retnain confidential suoject to the prouisions.of cCIc '

Section 7355, | o

To accomplish the foregoing, the examination mcluded ,' IRE . ;
-1 A review of thc guldchncs procedures, trammg plans and forms adopted by the:
Companies for use in Celifornia including any documentation maintained’ by the

Companies in support of positions or mterprctatlons of fair claims settlement’ -
practlces

2. Areview of the application of such. gmdclmcs, procedures, and forms, by means of
©am exammatlon of olmms ﬁles and related rsoords.

3. A review of consumer complamts recclved by the Cahforma Department of
' Tnstrance (CDI). The' Compamcs were the subject of 145 consumer. complaints in
2004 and 2005. The review of complaints showed & trend with rcspcct to the
_ timeliness of clalms handling and ﬁnallzatlon of claims received. , '
The- exarmnahon was conducted pnmanly at the offices of the Compamos in San -
Flanmsco, California, This mcludcd the work product of BSL’s: Thlrd Party Administrator
(TPA) for its Short Term Health produc’c Comprehenswe Benefits and Claxms Administrators
(CBCA) '
The rcport is written in a “report by cxcepﬁon” format, The report does not present a
- comprehensive overview of the subject insurer’s practices. The report contains only. a
sulumafy of pertinent information about the lines of busincss examined and details of the-
non-compliant or problcmatlc activities or results that were discovered during the course of

the examination along with-the insurer’s proposals for corrcctmg the deﬁclencles thn a




violation is discovered that results in an underpayment to the claimant, fche insurer corrects

the underpayment and the additional amount péid is identified as a recovery in this report,

All' unacceptablé or,ﬁon—complia;‘xt' activities may not have been discovered, Failure to

. identify, comment on or criticize activities does not constitute acceptance of such activities. -

Any'al'leged violations identi.ﬁedvin'ﬂ;is‘report and any criticisms of practices have

' not undergone a formal admihistrative or judicial process.




CLAIM SAMPLE REVIEWED AND OVERVIEW OF FIND]NGS

The examiners mmally rewewed files drawn from the category of Closed Clalms for the
period June 1, 2004, through May 31 2005, commonly referred-to as the “review period”. The -

examiners rev1ewed 286 BSL. elalm files-and' 10 CLI claim files. .In the initial rev1ew, the

' exammers cited 519 claim handhng v1olat10ns of the Fair Clalms Settlement Practices’

Regulatlons and/or California Insurance Code Sec’aon 790.03 within the -scope of this report In
) addmon, the targeted review involved the remalmng 40 rescmded and 4 cancelled BSL policies

for the penod of June 1, 2004 -through May 31 2005, that were ‘not iricluded in the initial

review, Asa result of the BSL targeted rewew, the examiners cited 12 claim handling v1olat10ns

'of the Fair Clauns Settlement Practices Regulauons and/or California Tnsurance Code: Sectlon '

'790 03 within the scope of this report Further deteils with respect to the files revxewed ‘and

'a]leged violations are prowded in the followmg tables and summaries, -




‘Blue Shield of California Life & Health Insurance Compaiy

Initial Review
. . LINE OF BUSINESS / CATEGORY | CLAMSYOR | o ovmewep | CrraTiONs
B REVIEW ; T
. , PERIOD
“Accident and Disability (AD)/ - T T ‘
Individual-Short Term Health (STH)- , 19,546 . 68 183
General Population of Claims . o L . : .
AD / Individual-STH-Rescissions 185 - 0. | 54
i AD/ Indjvi.dqu-SIH-Member App'éals' _ 129 10 Rk 75
| AD/Individual-STE-Provider Appesls | 466 10 .53
AD / Tndividual-STH-Denied . 40,170 0 | 8
| AD ndividual-STH-Pro-sxisting Condition |~ 7,769 SN O
Gl PopuntionofCltms | B “ |
- AD / IFP-Rescissions S 3 ; 9 _ 58
| AD/IFP-Cancellations " | s o 1 | . 1w,
.| AD/TFP-Provider-Member Appeals | 320 | 20 . | 36
AD /TFP-Deniod I 24,150 S [ 7
‘| AD/ IFP -General Category } o |- - 2
Y — , — . ' A
Group Preferred Provider Organization (PPO ) 35,865 - g 34 2
| General Population of Claims : o
'AD / Group PPO-Provider Member Appeals | © 53 20 | n
AD / Group PPO-Denied. . © 14212 w4
|apivision  © ¢ N D
Life/ Individual - R 13 | 24
Life/Group - S . 359 A .3
o “TOTALS ST 31208 | 286 T




CareAmerica Life Insurance Company

: o L CLAIMS FOR o ‘
LINE OF BUSINESS/CATEGORY - REVIEWED CITATIONS
PERIOD
AD / Medicare Supplement 361 10 0 .
TOTALS 361 10 0
- Blue Shield of Cal_ifor-niai Life & Health Insurance Company
' -Targeted Review : S
i
] CLAIMS FOR e
LINE OF BUSINESS / CATEGORY "l REVIEWED CITATIONS
‘ REVIEW .
PERIQD
| AD /1FP-Rescissions 39 30 7
AD / IFP-Cancellations 5 C 4 5
TOTALS 4 34 12




TABLE oF TOTAL CITATIONS
. Initigl. Rgvzew -

Citation

|- Descﬁption

- BSL-

- CLI

CCR §2695.5(z)

The Company failed to respond to a Department of
Insurance inquiry within 21 calendar days.

175

| c1c §790.03()3)

| The Company failed to adopt and nnplem,ent reasonable.
standards for the prompt investigation and processing of |

claims arising under its insurance policies. -

116

CCR §2695.3(2)

.| The Company failed to maintain all documents, notes and |

work papers in the claim file,

58

CIC'§790,03(h)(1)

"The Company faxled fo represent correct]y to clalmants
pertinent facts or insurance polwy provxsxons relatlng to a
coverage at jssue,

.59

CCR §2695.7($)(é)

The Company falled to iiclude a statement in its claim |,

denial ‘that," if the claimant. believes the claim has been
wrongfully denied .or rejected, he .or she may have the
matter reviewed by the California Department of Insurance.

T

CCR §2695.7(d)

The Company peieleted in éeeklng information not
reasonably required for or material to’ the resolution-of a
claim dispute, .(Prior to 10/04 CCR revision,) :

26

: CIC §790.03(h)(3)

The  Company " failed to effectuate prompt, fair and '
equitable setilements of .claims in which llablhty had-

become reasonably clear.

17

CCR.§2695.11(b):

The Company fax]ed to provide an explanatio’ﬂ of beneﬁts. :

13

CCR.§2695,7(b)(15

. | The Company failed to provnde the written basis for the

denial of the claim. -

| cie §7§0._03(h)(4)

The Company fax]ed to affirm or deny coverage of clzums
within a reasonable time afier proof of loss ‘requirements
have been completed and submitted by the insured,

CCR §2695.7(d)

The Company failed-to conduct and diligently pursue a

B thorough, fair and objective mvestlgatxon of a claim, (Aﬁer_
{ 10/04 CCR revision.)

CCR §2695.4(a)

| The Company.failed to dxsclose all benefits, coverage, time

hmlts or other provisions of thie insurance policy, -

GCR §2695.5(e)(1)

The Company failed to acknowledge notlce of claim within

1 15 calendar days.

| cc §790.03(0)2)

"| The Company falled to acknowledge and act reasonably
promptly upon communications with respect to claims

arising under insurance pohcles

'CCR §2695.7(g)'

The Company attempted to settle & claxm by, makmg a

settlement offer that was unreasonably low.




- "TABLE OF TOTAL CITATIONS
Imtml Review -

Citation . Description ' : ' BSL - Ccll
S : The' Company failed to reimburse for the- reasonable o
CCR §2695.11(g) -expenses incurred in copying medlcal records requested by 1 0

- . the Company. ) _ o
: : The Company filed to maintain a copy of the certification .
CCR §2693.6(b)(4) .| required by CCR §2695.6(b)(1), (2) or (3) at the principal 1- 0
place of business. :
Total Citations 519 0
B - (, ]
" TABLE OF TOTAL CIT ATIONS
Targeted Rev.iew
.. Citation - Descrlptwn ) BSL
) © | The Company failed to adopt and- Jmplernent reasonable standards for
‘1 CIC §790.03(h)(3) the prompt investigation and processing of claims arising under its 9
. . insurance policies. . ‘
. g The. Company faxled to represent correctly to claimants, pertinent facts :
CIC §790.03() (,1) .or msurance policy provnsions relatmg toa coverage at issue. 2
CCR §2605.5 (a)’ The Company failed to respond ‘to a Department of Insurance inquiry "1

o within 21 calendar days, " . L

Total Citations e




TABLE OF CITATIONS BY LINE OF BUSINESS

A_MOUNT OF SURVEY. RECO.VER]ES

Inmal ‘Review
oy R R
ACCIDENT AND DISABILITY T ONS |
CCR §2695.5(a) 175
CIC §790.03(h)(3) 112
CIC §790,03(h)(1) 55
CCR §2695.3(s) 4
CCR §2695.7(0)(3)- . 3B
CCR §2695.7(d) - 26
CIC §790.03(h)(5) 17
CCR §2695.11(b) 13
[ -cer §2695.700)1) 5
| CIC §790.03(h)(4) 4
| CCR §2695.7(d) 3
CIC §790.03(h)(2) - -1
CCR §2695.7(g) ¥
CCR §2695.11(8) - = 1
| CCR §'2695.6(b)(4) _ o1
_ SUBTOTAL 92
AMOUNT OF EXAMINATION RECOVERIES $16,988.02. |
5987,376.58 |




o ] ER
LIrE "CITATIONS .
CCR §2695.3(a) 15
CIC §790.03(h)(1)
CIC §790:03(h)3) -
| CCR§2695.5(e)(1)
CCR §2695.4(a)' :
e o SUBTOTAL IR
_ AMOUNT OF EXAMINATION RECOVERIES $0
~ AMOUNT OF SURVEY RECOVERIES 80 |
- TOTAL CITATIONS 519
Tritial Review :

TABLE OF CITATIONS BY LINE OF BUSINESS

Targeted Review ,
- - NUMBER OF
A(.I(;'I])ENT AND DISASEITY CIT ATTIONS
| CIC §790.03(h)(3) 9.
CIC §790.03¢n)(1) 2 )
CCR §2695.5(2) 1 ,'
B , SUBTOTAL 12
AMQUNT OF TARGETED EXAMINATION ' 50
. RECOVERIES :
AMOUNT OF SURVEY RECOVERIES. $0.
TOTAL CITATIONS 12
Targeted Review :

10




- SUMMARY OF EXAMINATION RESULTS

' The following is & brlef summary of the crmc1sms that were developed during the course
of this examination related to the violations alleged in this. report. This report contains. only
alleged violations of Section 790. 03 and Title 10, California Code of Regulations, Section 2695 et -
al. In responss to each criticism, the Company is Tequired to identify remedial or .corrective
action that has been or will be taken to correct the deficiency. Regardless of the remedial actions
~ taken or proposed by the Company; it is the Company’s obligation to ensure that compliance is
achieved, . As referenced in sections 7, 13 and 14 below, money recovered within the scope of this
. report was $16 988.02, As referenced in sections 7 and 13 ‘below, following the ﬁndmgs of the
. examination, the Company conducted four closed claim surveys which resulted in additional

" payments of $41,237.24 for the STH Product and $946,139.34 for the IFP Product, As a result of
the examination, the total amotmnt of money retumed to claimants td date w1thm the scope of this «
report was $1,004,364.60. :

ACCIDENT AND DISABILITY
Initial Review

l

1. ‘In 175 instances, the Companv falled to respond to a Department of Insurance
inquiry within 21 calendar days. The’ Department alleges these acts are in violation of CCR
§2695.5(a). . , ,

- 1(a). For the Short Term Health product in 146 of the 175 mstanees, BSL d1d not
respond toa Departmen’c of Insurance inquiry within 21 calendar days

1(a)@). In 52 ofthe 146 instances, at the start of the examination and durmg the

file review; BSL did not previde one or more of the following: the entire file, a

copy of the member- apphcanon, the member eligibility, the explanation of benefits

(BEOB) for member or provider or both, x-tay reports, accident details, the original

claim, the adjusted explanatlon of benefits, the physician explanation of benefits,

the pricing sheet, medical review decisions, the proof of e11g1b111ty mvestlgatlon
: -and system notes,

Summarv of Companv Reésponse to_Section 1(2)(T): In an effort, to

~ operate’ efficiently for the benefit of its insureds, BSL stores many ofits records

electromcally rather thah on paper At the outset of the examination, the
‘examniners were trained on and giveri access to BSL’s systems so that they could -

~access various records on that system at their convenience, Although the

examiners thus had free access over BSL’5 systems to many of the records that -

were allegedly not provided, they.expressed a preference for paper copies.

Regarding IEOB,S, .although the$I are printed and sent to insureds a{nd' subscribers on
paper, they are created and stored on' BSL’s computer systems, The information
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3,

presented pn the hard copies sent to insureds and providers is drawn and printed
dlrectly from the cells viewable onscreen on BSL’s systems. Thus, although
' coples of the actual paper EOBs were not provided, the information communicated

*in the EOBSs to insureds and providers was aveilable for review by the examiners at -
their convenience. That information could also be viewed on paper by printing the’
system scréen on which it is displayed. Nonetheless, BSL will work with its third
party administrator tp institute a process by which paper copies of non-pay EOBs
- can be obtained on a timely basis.

. Some of the items mentioned in this allegation (e.g., member eligibility, system
notes) are records that are credted and kept on the systems and never exist as paper
records. As to these records, in the future BSL will provide paper print outs of its
. claim-related electronic records when it provides the hard copy portion of a claim
file. For those of its records which are not associated with a particular claim (such
as eligibility investigations), BSL will develop a procedure for identifying and -
" making those records available in connection with the Department’s review of a
-claim under the samé policy. Similarly, BSL will work to identify those of its .
records pertaining to a particnlar policy which it does ot consider part- of the
claim file and develop a procedure for prov1d1ng those records to the Department
on & timely basis in connection W1th its review of a claim under the that pohcy

»Fmally, BSL attempted to address issues identified in a pnor examination by :
retaining a third party administrator to handle claims under its Short Term Health

policies.  The third party administrator’s inability to respond to requests for
materials within requiréd time frames contributed to the issues raised here,
Because BSL no longer issues Short Term Health policies and the third party
‘administrator does not administer claims under any of BSL’s other products, this

g shoul’d not be an issj,uQ in the future.

BSL notes that, in many of the instances in which a response’ took longer than 21
days, BSL petsonneél spoke to the onsite examiners, explained the reasons for the
BSL’s inability to respond within 21 days and obtained dgreed upon extensions of
the deadlines for responding. These instances did not impede the examination and
do not constitute violations'of CCR § 2695 5().

l(a)H -In-94 of the 146 mstanoes BSL responded toa Department mqmry in 22 to
- 100 days, not in the required 21 days. .

- Sumrhary of Company Response to_Section 1(a)(IT): Many of ‘the
inquiries which are the subject of this allegation related to information or materials
not associated with & particular claim (such as eligibility investigations). BSL will- .
. develop a- procedure for identifying and making that information available with the
Department’s review of a claim under the same policy. Similerly, BSL will work
‘to identify its records pertaining 1o a particular policy which it does not consider
part of a claim file and develop a procedure for ‘providing those records to the .

g
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Deparlment on a timely ba31s in eonneotlon with its review of a clalm under the
that policy. - .

. BSL attempted to addressnssues identified in'a pnor examination by retaining a
- third party administrator to handle claims undér its Short Term Health policies.
The third party administrator’s inability to respond to requests for information and
materials within requlred timie frames  coniributed to the issues raised here.
Because BST, no longer issues Short Term Health policies and the third party

administrator does not administer claims under any of BSL’s other products,’.this

should. not be an issue in the future

’

BSL notes that, in many of the mstances in which a response took longer than 21

days, BSL personnel spoke to the onsite examiners, explained the reasons for the

. | . BSL’s inability to respond within 21 days and obtained agreed upon extensions of
the deadlines for responding, . These instances d1d not unpede the-exgmination and -

do not constltute violations of CCR § 2695.5(a).

l(b) For the Tndividual- Family (IFP) and G:oup products in 29 of the ‘175 instances,
- BSL did not respond to a Department of Insurance mqun'y W1th1n 21 calendar days. .

l(b)(I) In 27 of the 29 instances, -at the start of the examination and dunng file: -

review, BSL did not provide one or more of the following: the EOB, the Medical
Management referral to the Underwriting Investigation Unit (UIU), the documents
sent to providers and members verifying, pre-certification,. the claims purged from
_history, the pre-existing condition mvestlganon, correspondenee and a copy of the
policy.

EOBs were part of the Company s olalms handling and were subject to review by -
the Department, BSL may have. had separate departments which specialized-

“individually in only one portion-of claims handling, but that spécialization did not
release the Company from providing docuineitation timely from all departments
- that had an effect on its claims handling practices. Additionally, the Departiment

- -would not have knowledge of the specific units that would contain the information

needed and relied on the Company o prov1de the clalms ha.ndhng data from its
various units, : .

Further, prior to the examination and .dtlring the . éxamination proeess, the
Department communicated the information: required to the .designated Company
representative, During the process if the required information was not provided

 the Department notified the Company., The. Individual and Group products were-

the fina] products reviewed during this examination. The examination procéss was

in its ninth month when the review of the final two products began. The Company.

was aware at that point in the examination of the documentation necessary to
- complete the review because of prior requests for that information in other
produets,
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Because online policy review created delays in the review: process hard cop1es of
the policies were requested af the beginning and dunng the review process in order
1o expedlte the exammatron :

. Summary of Company Response to Sec’aon 1(b)(I) I.n 24 instances,
BSL disagrees. The Claim files provided for this produot were complete.
. Additional information, which not part of these files-or the rescission process, was -

requested by the Department an.d provided in a nmely manner following that :
request .

Membet ‘policies were available online on B.SL’s intranet at the start of the
examination. . The files under review and in question were rescission files. EOBs
were not part of rescission files or part of the Company’s Underwntmg ‘
Investigation Unit .(UIU) process for a rescission.. Although hard copies of -
provider and member EOBs and Medical Management letters were requested by
the Department on May 23, 2006, this was an additional request for information.
This information was not part of the .Company’s UIU process. "Medical
Management letters regarding pre-authorization are not part of a-escission file or
part of the Company s UIU process for a rescission. :

‘ Nonetheless, for all 27 ms‘cances in the future BSL will provide paper print outs of!
its claim-related electronic records when it provides the hard copy portion of a

claim file, The company will also develop.a process by which copies of non-pay

EOBs can be obtained on a timely basis. Finally, for those of its records which are

- not associated with a particular claim under a policy (such-as UIU investigations),

‘BSL will develop a procedure for 1dent1fymg and making those records available

in connection with the Department’s review of a claim under the same policy.

‘ BSL notes that, in many of the instances in which a response took longer than 21

" days, BSL personnel spoke to the onsite examiners, explained the reasons fot the
BSL’s inability to respond within 21 days and obtained agreed upon extensions of

- the deadlines for responding, These instances did not impede the examination and
do niot constitute violations of CCR § 2695. 5(a).

| '1(b)(11) In two of the 29 msta:nees BSL took over 21 days to respond to a
; Department 1nqu1ry o A

Summarv of Companv Response to Section 1(b)(ID: Many of the
- inquiries which are the subject of this allegation related to information or materials
not associated with a particular claim (such as UIU investigations),. BSL will

develop a procedure for identifying and making that information available when

the Department reviews & claim under the same policy. Similarly, BSL will work
to identify those of its records pertaining to a particular policy which it does not
~ consider part of the claim file.and develop a procedure for prOvlding those records
to the Department on a timely basis in connection with 1ts review of a claim under
the that pohcy : .
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~ BSL notes that in-many of the instances in which a response took longcr than 21
days, BSL personnel spoke to the onsite examiners, explained the reasons for the
" . BSL’s inability to respond within 21 days and ‘obtained agreed wpon extensions of
the deadlines for responding, These instarices did not impede the ‘examination and '
. do not constitute Ylolatlons of CCR § 2695 S(a) '

The Department’s Response to the Companv Responses to.1:

These are umesolved iSSIICS and may result in further administrative action.

2 -In 112 instances, the Companv i'axled to adopt and implement reasonable standards
: for the prompt investigation and processing of claims arising under its insurance pohcles
The Department alleges these acts are in violatien of CIC §790 03(h}(3)

2(a), - For.the Short Term Health product in 97 of the 112 mstanoes, the Company failed -
~to adopt and 1mplement reasonable standards for the prompt mvesngation and processmg
. of olaims .

. Z(a)(I) In 40 of the 97 instances, there was no documentation in the file. of an
ongoing mVestiga‘aon : '

_ Summarv of Company resrmnse to Sectlon 2(a)(I) “The Company
agrees that appropriate follow-up was not done. ~ The Company will review its
procedures -with: the third party admmlstrator N : '

Z(a)(II) In seven of the 97 mstances at the start of a pre-existing condition.
, mvesnga‘aon the Company did not have a procedure in place to access information
.gbout previous insurance or names of treatmg physicians Wh]ch was available on
the apphcatlon :

Summary of Companv response to Sectlon 2(a)@D); * The -Company
agrees that at the start of a pre<existing condition investigation the TPA did not.
have a procedure in place to request from BSL a copy of the application. BSL
revised its procedures .om December 30, 2005, to review routinely the application
for physician information before requesting additional information from the

“mémber., The TPA now is provided with copies of applications and any"
information contained-therein, including certificates of previous coverage. This
~ information is accessed prior to any requests bemg made of the member, If the -
- certificate of previous health insurance coverage is attached to the application, the
" information on it will be used ‘and a request will not be made to the member to_

* submit another one. This process was changed for POhGlCS that are eﬁ'ective on or
after March 1, 2006 ‘ . ‘

2T, In six of the 97 mstances, the Company -did not follow its own
procedures. In two -of these instances, the Company started a pre-existing
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. condrtmn mvesﬁgatron fora diagnosis listed in the company procedures ina code :
' range that would not initiate & pre-existing condition investigation.

In two of thes'e instances, the prOcedure for stopping a second system-‘generatcd‘
letter from being sent after a response was received was not followed. Another
Jletter was sent thn the tequested information already had been recelved

In one of these mstances, the . Company guldelme for clalms processing - when '
- multiple procedures are billed was not followed.

In one of these mstances, the Company’s procedure for handling rece1pt of"
© premium payment was not followed thereby causing a delay in claim proccssmg

- Summary of Com’pany response_to Sectxon 2()(AI): In the two

.- instances of a pre-existing condition investigation conducted when the- diagnosis

. - according to- Company procedure would.be waived, BSL agrees that pre-existing

- condition invegtigations should not have been conducted for the diagnoses .

. presented. This was an examiner error. This was reinforced with the thrrd party

administrator and refresher trammg was-held with claims examiners orl Tuly 15,
2006. : :

- BSL agrees that it dld not adhere to protocols regarding system generated letters.
. Discussions have been held with the TPA remforcmg the requirernent and the TPA
. completed refresher training with its claims staff on June 15,2005, and August 24,
~ 2005,in order to reinforce the estabhshed protocols,

The Company agrees that the charge should not have been rebundled and this
" -appears to-have been a claims examiner error. A refresher training session for the
claims exammer staff to review the procedure was. completed by January 31, 2006,

" The Company agrees that the recerpt—of premrum-payment computer system was
not in-synch with the claims computer system and created delays. The member’
submitted two applications for insurance plus the member’s social security. number:
was entered incorrectly which created a discrepancy between the two systgms, A
corrective action was identified, developed and 1mp1emented by the end of May.
2006. ‘ S

' 2(a)(1V) In six of the 97 mstances, the final benefit determination was incorrect, .
- In one of the six instances, a charge was denied as routine when the correspondmg
cfﬁce visit was payable. :

In anothen instance, claims related to an injury were processed as dental and demed
when the claims should have been processed under medical,

In one instance, the Comp'any received physician’s billings that contained a code
 that supported allowance of another ¢ode billed. A report was attached to-the
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ongmal claim that clearly prov1ded the necessary mformatlon to allow both codes
b111ed on the same day. :

In three instances, the Company rece1ved billings with an office visit oode and-a

modifier code. The modifier code 1nd10ated that the office visit was not a routine .

office visit. Consrderauon was not given for the modifier ass1gned to the office
visit code,

Summary of Companv response to Section 2(a)(IV): In the instance of
the charge  denied as reutine, BSL agrees. By the end of June 2006, BSL
developed- claims processing guidelines - around - claims billed with routine
diagnoses so that other claims received with medical diagnoses that are related -
~ ‘would be conmdered :

In the mstance of claims ongmally put through as dental thls was an examiner
error. A refresher-training session for claimg examiners was completed by Jime -
15, 2006, to ensure they understand how to handle claims of this type and to ensure
that they understand how to differentiate between a-dental and medical claim.,

In ‘the instance of the mformatlon avaﬂable at the time of claims processing; the:
claims system allows only one modifier code to be entered. In order to correct this:
situation, the third party administrator is considering a system enhiancement for

2007 that would allow the claims examiner to enter more than one modifier per

claim, In the meantime, the process has been re-configured so that bills with
. multiple modifiers, are routed to: the code review queue for manual review and

handling, The claims examiner reviews the claims with. multiple ‘modifiers and_
.makes the processmg decision on the appropriate beneﬁt

In the final three 1nstanees, effective January 25 2005, the practice was changed, to
-allow. ofﬁce visits b111ed w11:h a modifier code ' h

2(a)(V) In six of the 97 instances, Customer Servme reeerved calls from a
menmber or physician who requested a return call. There was no documentation
" that the.callers received calls back from BSL within 48 hours. The Company did
not follow its 48-hour call-back procedure :

Summarv of Companv response to Sectmn 2 a)(V) The Company
agrees that its call-back procedures were not followed. Refresher trammg sessions
~ for the supervisory staff were conducted in January 2006 and June. 2006 in order to
" review standard procedure regardmg member and provrder call backs and
documentation of such ealls :

,Z(a)(VI) In ﬁve of the 97 instances, BSL did not foliow its procedures to release _
claims for payment once the benefit determination had been made, In four of these
instarices, upon .conclusion of the pre-e;ustmg condition. investigation, the
Company did not reprocess timely all claims to reflect the outcome of its decision.
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In one of the ﬁve 1nstances, once the decision had been made to allow prevmusly :

denied claims, not all of the clalms associated wfnh the decision were reprocessed
. atthe same time, . .

Summ'arv of Compaﬁv résponse to Section 2( é)(VI): BSL agrees with

the findings and as a corrective. action asked its TPA to retrain ijts‘ claims staff on
- the procedure to adjudicate all claims associated with & diagnosis after the decision -

has been made to pay for treatmént for the diagnosis, - This training was completed

by July 27, 2005, Additional retraining was conducted on October 19, 2005, and

-on November 11, 2005,- Reminders were given on November 30, 2005, December
15, 2005, and in March 2006. .

2(2)(VID), " In four of the 97 instances, the time period for which the Compaﬁy
~ requested medical records was an inaccurate time period for the policy. In the first

instance, previous héalth carrier information was provided which shortened. the
members pre-existing condition time period. BSL did not provide credit for

previous insurance and denied claims'within a payable time penod

In the second mstance, ‘the policy pre-existing condition look~back period. was' six.
months, The- Company requested one year of records when six months should»

have been requested resulting in clalms being denied in exror.,

In the ﬁnal two instances, the Company requested from prov1ders five years of o

medlcal records When six months of médical records should have been requested

Summarv of Comnanv response to Section 2§an YE) With regard to the
- first instance, the Company conducted refresher training to ensuré that information

availgble in the file is thoroughly reviewed and taken into account in mveshgatmg
' clalms -That tammg was conducted i in March and June 2006.

‘In the second 1nstance, the pre-existing condltlon mvestlga‘uon should not have - A
‘applied and the claims should have been processed. This was an examiner error,

Refresher training was conducted at the end of July 2006, with the claims
- examiners to ensure they understand the pre- existing condition policy and how it
- istobe applied in situations like this ,

In the two remaining instances, BSL agrees ‘that accurate penods were not
provided in correspondence or by its Customer Service Department These
instances resulted from individual errors, Refresher training was conducted at the
end of July 2006, with the claims examiners to ensure they understand the pre-
existing condition policy and how it is to be apphed mcludmg ’the correct pre-
existing condmon exclusion penod

Z(a)(VIII) ' In three of the 97 instances, the Company contlnued to conduct a pre-
~ existing condition investigation even thoughthe reeords documented that the

“diagnosis was not pre-existing. * In the first instance, the member’s records -
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provided that the member had a work related injury. The records also provided

that a medical condition was diagnosed after the member’s effective date when the '

member was ueated for the Work related injury.

In the second instance, the Company received bﬂlmgs with djagnoses codes that

prompted a pre-existing condition investigation: The medical records for those
service dates did not support the originally billed diagnoses. Although the member
contacted Customer Service 28 days after the Company received the medical
records and informed the Company that the billing received contained an incorrect
.diagnosis, BSL did not pursue additional information from the billing physician or

other providers until 47 days after receiving the medical records. The Company :

- did not process the claims until three months after receipt of the records.

In the third instance, the Company received billings with diagnoses oodes that

prompted a pre-existing condition.investigation. The-medical records for those
service dates d1d not support the ongmally billed d1agnoses

Summarv of Companv response to Sectmn 2)(VOD: In the first. .

_A instance, BSL agrees. In this instance, there were some additional complexities
due 1o a work related injury which was excluded from the policy. This should:hot.

~ have delayed payment of the claim, The TPA’s examiner and SupchISOI‘ “have:
been re-instructed on Low to handle ‘instances that mvolve Work related injuries

. and non-work related clairas,

In the second in'stance, BSL disagrees, It is company policy to collect all of the

‘medical records so an accurate pre-existing determination can be made. ‘The
decision was made that the physician’s records were not adequate to finalize the

investigation. It is BSL’s policy to investigate and process claims on a timely .

bésis, BSL will issue téminder instructions to'the TPA’s éxaminers that they are 10
promptly follow up on issues that arise during investigations and process claims
when pre~ex1stmg investigations are completed

 Tnthe fhird mstance BSL agrees and will issue mstructmns requiring examiners to -

. compare medical record descriptions with diagnoses codes to identify possibly
. erfoneous diagnosis codes and conduct appropriate follow up, including contacting
the provider and/or requesting additional medical records where the codes appear
erroneous, In-addition, BSL’s TPA for its Short Term Health polmes w1ll conduct
refresher training on this matter.

2@)IX). In two of the 97 mstances, the Company either, rescinded or demed'
claims without supporting documentation. In the first instance, there was no

, supporting-documentaﬁon to deny the memb'ers pharmacy claims as pre-existing.

In the other instance, there was no documentanon of’ the bas1s for denymg clauns
as pre-emstmg conditions, .
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, Summary of Company ‘response to Section 2(a)IX): I the first -
instance, the Company agrees that there was no documentation to support “this
denial, This was a result of an examiner error and the clajm should not have been
denied. This appears to be an isolated mistake and not 4 routine error of this -
exammer The error has been dmoussed with the exammer to TaiSe AWAreness for
© future reviews.

In the remamlng instance, the Company agrees tha’c the ofﬁee visits were
soriewhat unrelated and separate, but disagrees that at that time the pre~ex1st1ng’
condition. denial was mcorreot :

The Department’s Response to. the Company Response to-Section 2(2)(IX):
* Regarding the second instance, records received at the time of the denial did. not

support that the member was treated prior to the effective date. Additienally, the
pre-existing condition denial was overtumed at a later date when addmonal
_'medwal records were recewed .

- This is an unresolved issue and may result in further administrative action.

QX)) In .two of ‘the. 97 instaoces, ‘the Company had the neoessar.y )
documentation to release benefits, but did not follow procedures to do s0. In.one
of the mstances, the Company had acc1dent detaﬂs in the file but did not pay~
benefits,

In the other instance, the elalm was closed due to lack of an- emergency room-
report when one was not necessary for the processing of the claim, The company
- policy was to request and close the clalm, even When the dlagn031s did not warrant -
the need for an emergency room report.. :

Summarv of 'Comp‘an.v response to Section 2(a)(X): In both instances
_the Company agrees, The first instance was an examiner error.  Additional
tefresher tralmng was conducted on July 27, 2005, October 19, 2005, and a
reminder was given on November 30, 2005, to ensure that claims are. released
timely when mforma‘uon igin the file. :

In the second instance, as a matter of procedure On emergency room clalms BSL
routinely collected emiergency room teports to determine if the claim was a result
of an accident. BSL requested this information regardless of the diagnosis code.
The Company -agrees with the finding that this may not be warranted on those
claims that clearly contain diagnoses codes that are not related to an accident. On
December 15, 2005, BSL revised its practice on emergency room reports not to -
require them unless the diagnosis code is accident related orisa tngger for a pre-
e}ustmg condltlon investigation.

Z(a)(XI) In two of the 97 msta,nces the Company received telephone calls to
verify that the Company had received certain documents. In the. first instance, the
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member’s agent contacted BSL on two separate occasions regarding information
faxed to. BSL, which BSL stated it had not received. The agent contacted BSL a
third time and again was informed that the fax had not been received. In BSL'’s

- system notes it was. indicated that the issue would be brought to a supervisor’s
attention. The file does not reflect that additional information was ever received
* and the member’s coverage was rescinded w1thout the mformatlon the agent faxed
three times to BSL :

In the second’ mstance -after electromc submlssmn of a clalm for which the
provider had a confirmation numbez, BSL was unable to verify recelpt of the claim
when the provider called. .

' Summarv of Comnany response to Section 2(a)(XI): The Company
agrees. In the. first instance, this issué was addressed in refresher trammg
coriducted on June 15, 2005, and August 24, 2005, to ensure that claims examiners
understand the requirements for completing an investigation and for established
follow-up protogols. :

In the second_ instance, -a refresher fraining session was completed by June 1, 2006,
with-the Customer Service Representatives to ensure they understand-how: to-
handle inquiries relating to electronic claim submissions and the verification that -
needs to occur if a provider indicates that they have submitted an electromc claim
and it is not showmg in the- system

2(a)(XII). In two of the 97 instances, there were system documentation errors, In
one instance, the BSL system noted the amount that-should be pald on an appealed
charge The amount noted by BSL was mcorrect

In one instance, there was- no documentatlon for the bas1s for reversmg the
~prev1ously demed claims, . .

Summary of. Companv resnonse to Sectlon 2 a)(X]I) In ‘both 1nstances,'
the Company agrees. In the first mstance, the examiner used an mcorrec‘c fee
schedule when she rewewed the file, - ' :

In the reinaining instance, addmonal claims e};amlner trammg to remforce internal
procedures was conducted in March 2006 : '

2(a)(X1). In one of the 97 mstances the overpayment amount sent fo the
, prov1der ‘was incorrect. : _ A _ v

Summarv of Companv response to Section 21__)QQ_I_D_ BSL conducted a
refreshier training session with the claims examiners who identify and process
overpayments to ensure they understand how to'handle overpayments and how to.
1dent1fy the correct amounts. Additionally, the TPA conducted a limited audit of

' prevmus overpayments to see if this was a trend. The audit did not play out that ~.
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. this wasa pervasWe issue, The reﬁ:esher tralmng and the hm.xted aud1t were both B
. completed by February 15, 2006 : -

- " 2(2)(XIV). In one of the 07 instances, the appeal recelved in the Company s Bl
* . Derado H111s office fook over 30 days to bereceived by the- TPA’s office,

'Summarv of Companv‘ r.esponse to Section Z(a)Q{_Iy ): BSL has worked
~ with the El Dorado Hills claims office to ensure the staff know how to get
nmisrouted claims to the Short-term Health claims processor in a timely manner,

including faxing the claims when they are received. In addition, BSL provided the
TPA claims department with a list of the date’ stamps used by the Blue Shield
Medical Claims Department s6 the TPA staff is able 1o recognize the correct date

stamp receipt date, Direction on this was relayed to the TPA during December.
2005, A formalized document was provided by the end of February 2006.

Z(a)(XV) In one of-the 97 ingtances, the Comnipany sent letters. requestmg the

same medical information from multiple providers who were members of the same

- medical group when only one request to the medical group was hecessary.

Summary of Company.response to-Section 2(a : BSL agrees that it:.
‘should ‘not request the same information from a single source more than once,:
except.to follow-up on an initial request to which a response has not been recéived.

Sending three ‘letters was redundant and unnecessary. Refrésher training was
given to the examiners instructing them to attempt to determine from the
information available to them whether multiple providers are in practice together at

the samé location before separately requesting information from each of them and.

to not 'send separate requests to ‘providers who practice together at the same

* location.. That tefresher- training was conducted multiple times on August. 11,
© 2004, September 22, 2004, December 1, 2004, March 23, 2005, July 13, 2005,

October 19, 2005 and November 30, 2005,

~-2(a)(XVI) In one of the 97 1nstances Customer Serv1ce System did not document
that the caller was advlsed that the member’s ehg1b1hty was under mvesugatlon at

the time,

Summary of Companv response to Section 2(2)(XVI): BSL agress that
when a prov1der calls to check the status of claims, the provider should be advised

that there is a poteritial ehg1b111ty issue that is being investigated and claims cannot

be paid until the eligibility issue is resolved. A refresher training session was
completed Janyary 30, 2006, with the Customer Service staff to ensure that they

provide complete information when & provider or member calls. This includes -

advising the member or provider that a potential eligibility issue has been
identified and is being investigated and that claims will not be processed until the
mvesugatlon is completed
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Z(a)(XVII) In one of the 97 mstancesz the membcr was not 1nformed by the

Company that it required the emergency room records.

E Summarv ‘of Compiny response to Sectlon 2(a)(XVID: The Customer - |

' Service record did not reflect that the member was. advised that the emergency

room report was requ1rcd when the membet called Customer Service. - Refresher

~ {raining was done in February 2006, with Customer Scrvme to ensure. that staff
know what detalls are required.

o Z(a)(XVIII) In one of the 97 instances, the Company sent a réquest for medical
. information which stated that the Company ‘had received charges from the
_physician. Charges from the physieian were never recéived for this time period, _

In this instance, the prov1der previously had responded to the Company that it did .-
‘not treat the pa’uent prior fo the date the Company requested. Even though this

information was provided to the Company, BSL continued fo request prior

' treatment information two moré times from the provider on an assumption that the

provider may or may not have records from another provider. These requests were -
20 days and three and a half months after initially being told by the provider that it '
vdld not treat the member during that time period. ~

Summary of Company response to Section 2(a : The Company".

bd15agrees Although BSL sought medical information for a broad time period,

provider groups often maintain consolidated patient records that include records
transferred from previous. providers covering periods of time prior to when the

"patient began tredting with thet provider group. It cannot be assumed that the
" physician would not have records on the patient’ predating the patient’s first-
consultation with that physician. Therefore it was not unreasonable to inform the a

doctor of the time period the Company was reviewing in the request for all records
in the prov1der 8 posSessmn : S

“The Department’s Response to the Company Response to Sectmn 2( a)(XVIII)

_ Thils is an unresolved issue end may resul’c in further administrative action,

2(a)(IXX’) In one of the 97 instances, the Company did not respond to an appeal :

“until elght months after the prowder stated his records were sent.

Summary of Company response to Section Z(a)(IXX') BSL agrees An

. audit of the TPA wis completed December 30, 2005, to ensure that agreed upon
protocols. for follow-up on requested medical records are being followed. Asa
result of this audit, effective December 30, 2005, & follow-up will occur 28 days

after the initial request is sent and if a response is still not received within 28 days,

- the claim will be closed,
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2(@)XX), In one of the 97 instances, the Company received and acknowledged a
bill by issuing an EOB with a message code that stated addmonal information was

: needed but failed to state what information-was requlred

Summary of Company response to Section 2(a)(XX): This was a claims
examiner error. Refresher training was completed by June 15, 2006, to ensure that
claims exeminers understand the proper procedures on how to select the proper
EOB messages: :

2(a)(XX1) In one of the 97 xnstances the Company had in the file the necessary
information to allow a benefit to be paid for almost two months-prior to receipt of
the appeal. At the time of the appeal even though the documentation to support a
benefit payment was in the file, the Company denied benefits.

Summarv of Companv response to_Section Z(a)(XXI) The Company

" disagrees.  The. letter sent stated that the Company upheld the original

determination. The previously received irformation this allegation references was
not sufficient to show that the claim involved an agcident and qualified for a
deductible waiver,: Later the Company received additional medical records which
provided the accident details. As a result of the subsequently received records; the:
claim was adjusted and deductlble waived. .

The Department’s Response to the Company- Response to Sectlon Z(a)(XXI)

. The additional information referenced was received pnor to the appeal; not after

the appeal. The Company’s response did not address the issue.

_ This is an'unresolved issue and may result in further administrative action,
‘ Z(a)(}QGI) In one of the” 97 1nstances the Company made a request for

information from the- anesthesmloglst which was not necessary to tesolve its .
mvest1gatlon .

- Summary of Company Response to 2ga)(&,_l_) BSL agrees that it was .
not ‘necessary to collect: medical records from the anesthesiologist during the .
course of the mvestlganon This was a claim examiner error and refresher training -
was condusted in May 2006. - The refresher training: focused on these provider -

'_ types from whloh medical records should not be requested

Z(a)(XX[II) In one of the 97 instances, two similar letters were sent to the same

, -physunan on the same day requestmg additional mformatton ,

Summarv of Companv Response to 2( a)(XXIII) The Company agrees
that the two letters sent on the same day were not necessary. This was an examiner

- error and refresher training was completed June 1, 2006, to ensure examiners know

how to use the letters and understand that sendmg two letters out on the sarie day
is not acceptable: - ,
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2(2)(XXIV). In-one of the 97 instances; at the time of the original denial, the
Company did not provide -all the information requlred for conSIderatlon until the
prowder appealed the denied claim. . :

Summary of Company Response to 2(a)(XXIV): As set forth in BSL’

October 17, 2005 referral response, item 4, BSL agrees that all information nceded ,

from e provider should be requested at the tine of the first denial. Claims
examiners were provided additional {raining on how to. thoroughly review the
claims file to ensure that all of the needed information is requested at the time of

the first claims review. Additional efforts will be made when conducting claims -

. quality audits to make sure this requirement is followed The addltlonal trammg
. and aud1t1ng was completed before the end of 2005.

Z(b) For the Indmdual Family (IFP) Product in 15 of the 112 mstances, the Company
failed to' adopt and implement reasonable standards for the prompt mvestlgatlon and
processing of clalms

A 2(b)(T). In four of the 15 1nstanccs the Customer Service System was not
completely documented ‘ . .

In the ﬂrst'mstancc, the Customer Service System notes did not identify the

provider of service, Othier claim files reviewed provided this information in the,

Customer Servioe System. BSL provided six pages from its CustomView User

Gmdehnes but the material provided was not i in effect for the claim in quesuon .

In the second instance, the Customer Service screen did not follow BSL requ1red :

’ procedure and document a phone call from a member.

In fhie final -two Instances prowdcrs wére not notified of an ongoing mvestlgaucn

when the providers called for benefit m.formatlon

Summarv of Company response to 20)D;: In the first instance, the‘

- Company disagrees. - The Customer Service notes documented.a telephone inquiry
from a provider regarding & claim. The claim number was provided so therefore
BSL had documentation of the’ identity of the provider. BSL will re-instruct its

examiners to clearly document prov1der identities within clalm files in the future,

‘ Summary of Company response to 2(b)(@): In the second instance, this
issue was not raised in the referral on this claim. The phone call from the member
was documented and. BSL . disagrees that its procedure was not followed,
Nonetheless, BSL will refresh its examiners training to docutnent all member
commumcatrons in the system..

Summ _xy of Company response to 2(b)(D In the final two mstances,v
BSL drsagrees ..a- UIU investigation is'a confidential process and is not

specifically discussed by the Customer Service Representatives with the caller,
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There is no requlremenf under the law that a [319) mveshgeuon Be ‘ciisclosed; N
however, BSL .will mform the caller that there is an ongoing review,”

"The Department’s Response to the Companv Respounse to Sectlon Z(b)(I) The. _

Department_inquiry questioned whether or not when a provider called the
Company for benefit information, the caller was notified of an ongoihg
investigation, The Company provided a copy of its ‘guideline from a procedure _
manual which stated that callers are advised when there is an Underwriting review

- and that they will be notified as soon as the review is complete The Corfipany had

procedures i in place that were not followed.

. This is an umesolved issue and may result in further administrative action

2(b)(@D). In three of the 15 instances, the Company d1d not follow 1ts own
ptocedures. In one instance; the procedure for Medical Management to notify UIU

- was not followed after the first phone call was recelved

In the second instance, the portlon of the apphcatlon which required the. s1gnature' '

. and date from the producer was left blank. The Company provided a page from its
-guidelines to support accepting an apphcauon without the producer’s date: and .

signature, but the document provided was not in effect at the time of the mernber’s::
application. Thé document provided by BSL had been updated two years after the -

- member applied for coverage.

In the final mstance, the BSL procedures for requestmg and obtaining medlcal
records for review to determine if coverage is rescindable were not followed., ‘The
Company’s procedure was to follow up every two weeks. if records were not
received, In this instance, there was no indication in the file that during a two and
a half month period, BSL followed its own procedure. :

" Summary of Company response to Seetion 2(b)(ID): In the instance in
which Medical Management did not notify UIU, BSL agrees that the case was not
handled according to the Company’s documented procedures, The notes should

" have mdlcated that "UTU may apply” and the case should have been forwarded to
. UIU. . BSL disagrees as to a violation of §790.03(h)(3) because as. explained
. above; BSL has a process in place for handling of such issues as is required by the
© statufe. The process was not mplemented in thls instance, :

" In the mstance in whlch the producer did not sign and date the apphoatlon, the’
_Company disagrees. The requirements reldted to producers pertain to outside

brokers and not Direct Sales Agents. .In this case the application received was
completed by & Direct Sales Agent, an employee of BSL. ‘Direct Sales Agents
were not required to complete the Producer information ‘as long as they had

. supplied their name and/or Direct Sales M number and their Marketing Code.
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In the final instance, the Company disagrées. UIU received a referral from -
Medical Management. At that time, the UIU assistant requested a copy, of the

~original  application and the copy “was received two months later. The UIU

underwriter reviewed the application and 14 days later determmed that an

investigation of this member’s medical hlstory was necessary, The UIU.

 underwriter then requested medical records from six providers on that date.

The Department’s Response fo the Company Response to Section 2(b)(ID): In
the second instance, the Company has not provided documeritation to: support its
response regardmg the producer’s signature, - ’

In the final mstance, the Company response does not address that BSL’s two-week
. follow up procedure was not followed. : . .

These -are unresolved issues and ma}{ result in further admlmstratwe actlon

2(b)(I]1) In two. of the 15 ‘instances, there. were delays in rescission
investigations. In the first instance, at the onset of the rescission investigation,’
BSL did not request.records from the provider listed on the application until two
‘and a half ' months after the start of the investigation. BSL had the provider’s
information available so it was unreasonable for there to have been-a delay of this-
length if those records needed to be ordered. The Company had information in its

_ possession on the application to expedrte its mvestrga‘aon but chd not utilize the
mformatlon at hand. ‘ .

In the second’ mstanee after the referral from Medlcal Management to UIU there
was no documentation of an ongoing investigation by UIU until 75 days later when
records were requested. There was no documentation in the file to support that the
application was requested by UIU. During the 75 day’ period, the Company
réceived seven claims. Whilé the claims recéived may not have been affected by
the Medical Management pre-certification, they were affected by the delays in the -
UIU, There was a 75 day delay from the date of the Medical Management referral
untll the UTU unit’s first requests for medical records ' _

Summarv of Company response to Sectlon 2(b)(IlI) In both instances '
the Company disagrees, In the first instance, it is not a standard or required
procedure to request records from prov1ders listed on the apphcatron S

In the second instance, UTU recerved a referral ﬁom Medical Management. Atthat
-time, the UIU assistant requested a copy of the original application and the copy
was received.  The UIU underwriter reviewed the application and determined that
"an investigation ‘of this member’s medical history was necessary, , The UIU
underwriter- then requested medical records from six providers on that date.
- Additionally, the .call received 4in' Medical Management was to request
authorization for servicés, A UIU investigation is not tied to the review of a
request for authorizéiti.on of services by Medical Management (in other words, it
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does not delay any Medmal Management review) and therefore there is no impact -

on the prompt mves‘aga’aon of claims requirement of CIC §790.03(h)(3)..

- Additionally, there is no violation of CIC §790.03(h)(3) related to the Company s

. claims practices because no claim was yet recelved

Nonetheless, BSL will prov1de refresher training to its examiners to emphasize the

importance of conducting rescission investigations in a timely faghion,

v The. Department’s Response to the Companv Response to Sectlon 2(b)(IH)
The Company dld not address the delay issues presented by the Department. '

These are unresolved issues and may result in further administrative action.

Z(b)(l'V) In one of the 15 instances, Medical Management sent a referral to UIU
on February 7, 2005, and clainis were paid March 18 2005 30 working days after
referral.

' Summary of Com{)anv response to Section 2:(b)(IV) BSI, finalized . -

a ﬁroctessmg 6n March 22, 2005, and- issued payment o the provider on March 23,

2005. On March 23, 2005, the UIU investigation was initiated and the Claims. - -
Department was noﬁﬁed to hold payment of claims. A Medical Management -
. referral to UIU does not trigger a hold on claims. Rather, a hold on claims will .
.. oceur if a UIU investigator pursues an investigation of an issue that has been

‘ refened Otherwise, there could be an unnecessary hold on claimg if the UIU
investigator determines 'a UIU investigation is not warranted, The UIU

investigation commenced on March 23, 2005, and that is when a hold on clanns '

. was placed,

Following a Medical Management referral, the UTU underwriter will request a
copy of the application, and conduct ‘an initial review of the application and.
any available medical information to determine whether further review is
required. If it is determined that a further review is required, then a file is
Opened and additional medical records, etc are requested for a more detailed
" review. In this instance, this preliminary process took place between the
February 7, 2005 Medical Management referral and the March 23, 2005°
decision to proceed w1th aUIU mvestlga’uon ~ .

The Department’s Response to the Companx Response to Sectmn Z(b)(IVL

The Company has not addressed the issue that it took over 30 days after Medical
Management referred the member-to UIU, for the UIU to’ determiine if it would .
. investigate or not investigate the member’s ehg1b111ty During the over 30 day

- period, claims wera received and paid ‘which created an overpayment.

T his is an unresolved issue and may result in further administrative action,
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2(b)(V). In one of the 15 instances, aftér o{/ertuming the réséission, the Company |

-fmled to reprocess claims to reflect the outcome,

Summarv of Company response to Secnon Z(b)(VL BSL agrees that the ,
Claims ‘Department did not adjust all claims after the UIU investigation’ was

" complete, By July 21, 2006, the Company changed the UIU process to finalize
_outstanding claims received prior to and during a rescission investigation. On &
" "monthly basis, UIU sends a report to the Claims Department notifying it of -

completed UIU investigations so that the Claims Department can ﬁnahze any
claims asSocla’cﬁd with UIU mvestlgatlons

2(b)(VI) In one of the 15 mstances BSL sent letters to ’che member and prov1der
requesting additional information. Two days later, BSL sent EOBs informing the
provider/member that it had not received a response to its request for additional

- information' and that processing was discontinued, . The EOBs were mlsleadmg-
because the Company had fiot d1soont1nued 1ts rev1ew process :

- Summary of Company respense .to Secﬁon 2(b)(VI) BSL d1sagrees .
The standard message to the provider and member on the EOBs sent two days after.

letters requesting information was not misleading in any' way and provided -

additional detailed information to the provider/member that an investigation: was -

: underway so that each understood why the claim was not being finalized.

The Department’s Response to the Corpany Response to Section 2(b)(V1 ).

This is an um"esolvéd issue and maz result in further adrﬁinistratiy.e action.

2(b)(VII) Tn one. 6f the 15 instances, a meinber contacted BSL appealing his co-
pay to be either paid or temoved. Although BSL responded to the member that the
appeal had been forwarded to its Medical Management Department for a review

. and ‘that the concerns would receive complete investigation and appropriate
follow-up, BSL did not provide the member with the outcome of the Medical

Management review. The file does not reflect if the co-payment was reimbursed

~ and/or removed as the member requested.

Summary of Company response to Section 2(b)(VID): The member filed
an appeal regarding quality of care and BSL sent an acknowledgement letter, The
letter sent was the final decision and notification to the. member. "The letter
explained that Quality of Care issues are protected under the Pger Review process

~and the results of the mvesngatlon were considered. pnvﬂeged and’ conﬁdentlal .
‘ under state law. -

The.Department’s Response to the Company Res‘ponse to Section 2(b)(VID):

This is an unresolved issue and may result in further administrative action.
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, 2(b)(VIII) In one of the 15 mstances, the member had an acc1dent which required
dental services. BSL was notified pnor to receipt of the claim of the accidental
'mJury and pre-authorized the services. When the claims were received, the
services were denied for no dental benefits even though some services were pre-
authorized. BSL failed to document its system to allow pre-authorized benefits
when the charges were received. The Company previously had approved certain
services for payment and the policy did afford coverage. Although the claim was
submitted without the approval code, since BSL had pre-authonzed denta] services
"and could have documerited its system to allow the services, the charges ‘were'
payablc upon initial submission.

.~ Summary of Company response to Sectlon 2(b)(VIII) The claim was
subinitted without the approved code, Upon appeal the claim was adjusted to pay .
~asan exception.

, ,'The Department’s Resnonse to the Companv Response to Section Z(b)(VIID

, This is ah unresolved 1ssue and may. result in further adm1mstrat1ve action.

' 2(b)(]_X).. I-n general, due to BSL’s busmess 'structure of having the P-rc-cxisting
-Condition Unit and the UIU act independently of each other [described in section
2(b)(@) on pages 25 and 26 of thls report], investigations may not be conducted
promptly as required.

. Members and providers may be subjected to two separate investigations in which-
the same information may be requested separately by each umit. The
documentanon gathercd for one mvestlgauon is not utilized by both umts

The Pre-existing Condmon Unit may conduct a pre-e}ﬂs’ung condition
. investigation and determine that the billed diagnosis isnot a pre-existing condition
(six month contestability). The procedure uséd by BSL would not refer the .
~ member to the UTU to investigate even when the diagnosis may be rescindable
“(two year coritestability). Clainis for the member ‘would continue to-be paid until
_the point when and if Medical Management becomes involved and refers the case
to UIU, UIU may conduct its own investigation with the possible result that a
rescission will be made. The result of this lack of a coordinated process is that the
member and prov1der are subjected to delay in commencmg the ultimate UTU
mvestlgahon

Summary of Companx resp nse to_Section 2(b)C[X) BSL has -

reéponded to .other inquiries regarding the two umits -working separately and
mdependently that it does not agree w1ﬂ1 the Department’s criticism,

‘The Department’s Response to the Company Response to Sec‘glon 2(b)Y(X):
This {s an wnresolved issue and may result in firther administrative action.
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3, In55 instances, fhe Company failed to represent correctly to claimants, pertinent -

facts or insurance policy provisions relating to a coverage at issue. The Department alleges
these acts are in violation of CIC §790.03(h)(1). - :

3(a). "For the Short Term Health Product in 27 of the 55 instances, the Company faﬂed' '
to represent correctly to clalmants pertment facts or insurance policy prov1s1ons relatmg 1o
a coverage at i 1ssue.

3(a)(1) In 13 of the 27 instances, the explanatron of benefits (BOB) contained
inaccurate messages. which ‘were misleading to the provlder and member,’
Specifically, the remark code indicated that additional information was needed
from the provider--when no additional mformatron had been requested from the
-prowder . . .o

, Summarv of Company response to 3(a)(1): The Company agrees, The'
remark code on the EOB ‘was misleading by indicating that additional information
had been requested from the provider when in fact no information was requested.

. Refresher training was conducted on November 30, 2005, to ensure that claims
_ exanuners understand which message codes to use.

3(9.)(11) In five of the 27 mstances at the start of the pre-existing 1nvest1gatron
the Company asked the member for 12 months of med1cal history instead ef six
- months as specified in the policy. contract. :

Summary of Compfmy response to 31a)(112 The Company agrees. This
"wasg d claims exaiminer error and only six months of medical information should

have been requested. This issue was identified prior to the Department’s review.
and extensive refresher training was conducted in multiple sessions with the claims
examiner staff on September 22, 2004, June 15, 2005, and August 24, 2005.°

3(2)(I). - In thrée of the 27 instances, a no-pay EOB prov1ded uribundling
mformatlon whlch was mcon‘ec’c : , ,

Summary of Com any_response ‘to 3(a : The Company agree's.
These were incorrect remark codes and should not have been used. Unbundling
would not apply when no payment was being made. Refresher training for claims
examinefs on the unbundling remark code was completed by June 1, 2006,

-3(a)(IV) In two of the 27 instances, Original' claims and their appeals were denied
‘incorréctly. “The provisions within the policies that BSL referenced to support the
Company denials d1d not apply 10 the claims submltted : :

Summary of Company response to 3(a)(IYL The Company agrees. In
- both-instances, the policy wording referenced in the denials was incorrect, In one
instance, the claim was reprocessed, In the other instance, the claims submitted -
* wete not a benefit of the policy regardless of the incorrect wording. '
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In addition, by the end of December2005, BSL compléted additional training with

claims examiners to ensure they know how and when to apply policy provisions.

3(a)(V) In one of the 27 instances, on the same day that the Company réceived 8

blﬂmg, 1t sent an EOB closing the claim. due to lack of mformatlon

Summarv of Companv response to 4(a)(V): The Company agrees that
the EOB contained an inapproptiate remark code. On June 1, 2005, and on

November 30, 2005, refresher training was conducted with the clalms examiners .

on the proper usage of remark codes

3(a)(VI) In one of the 27 instances, the information prov1ded by the member’s

physmlan on three separate occasmns did not support the denial of benefits.

Summarv of Company response to 3(a)(VI): The Company agrces The
information provided by the physician did not support the denial of benefits.
Additional training on making pre-existing condition decisions was provided to the
claims examiner staff at the end of March 2006. .

S(a)(VII) In .one of the 27 instances, in a 2004 denial letter toa member the

Company specifically quoted pre-emstmg condition wording that was no longer a.

part of the pre-existing condition wording in the policy. A policy amendment on

January 1,2002, removed the wordmg the Company referenced in‘its demal letter,

Summary of Company response to 3(a)(VID: The Company disagrees. '

The only change in the changed definition was the substitution of “health care

. practitioner” for “health practitioner,” and the capitalization of certain defined

terms. - No wording was ehmmated from the policy definition and the correct
deﬁm‘aon was used :

The Department’s Response to the Company Response to Sectlon 3(a)}(VID: .

ThlS is an unresolved 1ssue and may regmre further admuustratlve ao‘non

" 3(a)(V]Il) In one of the 27 instances, the insured’s appeal was denied even
-though prior to the ‘denial, all pertinent information to support the ‘appeal was

provided by both the member and the provider. The member appealed a

‘deductible taken when the policy had a deductible waiver if the service was in
: connectlon with an accldent The services prov1ded were due to an accidental -

injury.

ummam of Companx response to 3(a)( Ylﬂ) The Company dlsagrees
The x-ray report contained in the file at the time appeal was denied did not provide

enough information to show that the claim involved an aecident and qualified for a
deductible waiver, Later the Company received additional medical records which

32

[




prow.ded the accidenit details, Asa result/ of the records received after the appeal
vvas initially denied, the claim was adJusted and deductible waived.

. The Department’s Response to the Company Response to Section 3(a)( VIlI)
The Company did not address the issue-that at the time the Company denied the -

- member’s appeal, the Company had, in the file not only, the - members appeal, but
- . also an appeal from the provider which contained the information to verify the -
. accidental injury. When responding to the member’s appeal the Company did riot
take into considetation the provider appeal 1t had in the file and demed the
member’s. appeal

Thls is an unresolved issue and may require further administrative action.

S(b) For the Individual Family Plan (IFP) Product in 28 of 55 mstances, the Company
. failed to represent correctly to claimants pertinent facts or insurance policy prowsmns
relatmg to a toverage at issue.

' 3(b)(I). In 20 of the 28 instancss, all Company correspondence (EOBs, rescission
Jetters; letters from Medical Management, letters from Grievance. and appeals etc.) -

included Employee Retirement Income Security Act(ERISA) wording applicable - '

to Group products. The ERISA Wordmg was not apphcable to this Ind1v1dua1
_ product a and therefore was misleading. -

Summary of Companv response to 3(b)(M): The Company disagrees.
The ERISA. notice was required for the- group business product. It appeared at the
end of the correspondence and was set apart in.a box from the rest of the notice, It -
began, “If your employer’s health plan”, so anyone reading that part of the notice
would be able to tell easily if it applied to their plan, The use of this language in -
" no way mlsrepresented pertinent facts or insurance.policy provisions relating to
. this IFP coverage -at issue and therefore has no 1mpact on the Plan’s comphance
v v\nth CIC §790 03(h)(1). . :

The Department’s Response to the Companv Respdnse to 3(b)(D):

Thls is an umesolved issue and may result in further admmlstratwe actlon

3(b)(II) In three of the 28 mstances, Medlcal Management letters informed the
member/providers that BSL. was conducting pre-existing condition investigation
when such an 1nvest1gat10n was not bemg conducted. . 4

; . Summary of Company response to 3(b)dD); There was no pre—exiSting
condition investigation, This verbiage was used by Medical Management when
the patient was w1’chm their pre-existing condition time period. ‘

The Department’s Response to the Company Response to 3(b)(II)

 This is an unresolved issue and may result m-further administrative ac’uon.
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4,

‘3(b)((0). In three of the 28 instances, there was no procedure in place for

Customer Serv’ice to advise a caller that there was a pending investigation.

Summarv of Companv response to 3(b)IID): BSL disagrees. The
Customer Service system noted that eligibility and benefits were discussed. The
CSR might discuss.that there was an administrative review, etc, if appropriate, in

order, to respond to issues raised ih a call; however as a matter of policy, the .
« Company did not disclose specifically a UIU investigation. '

" The Department’s Response to the Companv Response o’ 3(b)(lII) “The .

Depattment does not suggest that the Company needed to disclose to. callers when

there was a UIU investigation, The Départment contends that a caller should have

been provided with the information requested and notified if there was a pendlng

. investigation which mlght affect beneﬁts pald

-This is an unresolved 1ssue and may result in further adm1mstrat1ve acnon

. 3(b)(IV). In one of 28 instances, in a lotter to the prov1der explaining the interest
payment, BSL incorrectly identified a Departmént of Managed Health. Care .
citation (Cahforma Health & Safety Code §1371) when it should have 1dent1ﬁed

the Department of Insurance énd CIC §10123 13(b)

Sumimary of Comnanv r‘esponse to 3(b)(@V): The Company disagrees;,

The correct’ interest was calculated as required by CIC 10123.13(b). Also, the

letter with an incorrect citation was a mistake and was not consistent with '
established business policies. BSL will conduct refresher training to reinforce for . -
_’exammers that its ‘products are regulated by the Department under the Insurance” .
Code and that they should verify that there correspondence references the correct

agency and code

3(b)(V) In one of the 28 instances; BSL pald claims for a diagnosis whlch the. '
. UIU had placed on “hold” in the system dunng its 8)18] mvesngauon

umma;y of Companx response to 3(9)(22‘ BSL agrees that claims

. Were paid ‘when UIU had placed a “hold” in the system during its UIU

‘investigation, The Clalms Department received training by August 4, 2006, that

" included a review of the process to follow when a notlce from UIU is recelved to.

hold-claims,

In 43 ihstal_l-ces, the Company’ failed to maintain -all documents, notes and. work .-

" papers in the claim file, The Department alleges these acts are in violation of CCR §2695.3(a).

4(a). - For the’ Short Term Health product, in 24.of the 43 instances, complete files were
not prov1ded The missing mfonnauon mcluded , ‘
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D documenta‘tlon to support When and where BSL ob’camed the U. 8. conversion

for out-of~country claims;

(IT) copies of the documents determining the outcome of an appeal; -

(IIT) documentation that BSL-acknowledged a request for information; ,

(IV) documentation to support 1:he date an authorization to obtain medical records
was sent;. .

(V) a copy of the member’s certificate of i msurance,

(VD) documentation of requests for apphcations,

(VID) documentation of the basis for reversing a rescission;

(V) the ongmal claim;

(IX) documentation of ‘when BSL requested a copy of the credltable coverage

certificate showmg that such was performed in a timely manner;

* (X) pertinent provider no-pay EOBs and member EOBs,
.(XT) documentation of the name of a caller with an inquiry;

(XII) notations in the Customer Service System of the identity callers;

© (X1I0) copies of Medical Management reviews;

(XIV) documentation of telephone calls; and .
04%] documentanon of information conveyed in telephone calls; - \

Summary of Companv response to Sectlon 4(a)s

4(a)(@). In the instance of the U. S. conversion, as a matter of p1aet1ee, the.

conversion amount was verified by the claims examiner using an internet website

application or the website was used to obtain the convetsion ameunt, This
information should have been included in the file. A-refresher raining session was.

completed by June 15, 2006, to ensure that claims exammers know to mclude a.

copy of the conversion information in the file.

4(a)(dD). In the instance of a copy, of the documents determmmg an appeal, the
Company agrées, BSL will conduct refresher training to reinforce the process of

. transmitting documents to its third party administrator for inclusion in the file,

4(2)(XID), ‘In the instance of the response to an inquiry, BSL’s standard procedure
required an gcknowledgement or letter of response, Reftesher training was
completed i in December 2005, : -

4(a) V). In the instance of the documentation of the date for requesting medical

. records, the ‘standard practive wes to document the file with this information.

Refresher training was conducted ‘with the claims exammer by the end of
December 2005

' 4(a)(V) In the instance of the copy of the oertlﬁcate of coverage, the Company

agrees BSL provided the additional mforma’aon

4(a)(V1) In the two 1nstances, BSL agrees. Effectwe October 2005 procedure és

Were implemented to obtain coples of the apphcatlon and to document the date the ‘
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application was requested and the date it was received: BSL completed additional
training to remind staff of documentation procedures at the end of June 2006,

_4(a)(VID). In the instance of the administrative review for a rescission reversal,
BSL agrees. A training refresher session was conducted in March 2006, with the
claim staff to ensure they understand what documentation requirements are needed’
for reinstatements.

4(a)(VIII) In the mstance of the missing original claim, BSL prov1ded coples of
the claims the member submltted upon appeal, rather than copies of the onglnal
claim.

The Department’s Re'spense 'to the Companv Response ‘.co Section 4(a)(VID):
This.is an unresolved issue and may result in further administrative action.

4(2)(IX). In the instance of the request regardmg previous insurance coverage, -
 although the request was not documented in the file, a request was made, This™ -
lack of documentation was not consistent with BSL procedures.. Nevertheless, the
BSL disagrees that CCR. §2695.3(a) applies because pertinent events could. be.
reconstructed without the ‘documentation of the specific date upon which the -
request for records was made. Nonetheless BSL will issue instructions reminding

R ',‘1ts thitd party administrator examiners of the requirement that all requests and

communications concermng a claim be documented in the claim ﬁle

: 4(a)(X) The Company dlsagrees that prov1der and member EOBs were not -
provided.

The Department’s Response to the Companv Response to Section 4(a)(X):
While the . Company prowded ‘EOBs, they were not the EOBs pertinent to the
_1ssues in the files rev1ewed ' .

- . This is an unresolved issue end may result in further administrative action. .-

4(a)(XD). Regardmg the undoclumented telephone call, BSL procedures in October,
12004 did not require that the caller’s ‘namie be documented “for every call.

However, in August 2005, BSL revised its procedures and currently requ:res that
-caller mforma’uon ‘be captured for every call,

4(a)(XII) The process at that time did not include documentmg the name of the
provider. - This process was changed in August 2005, when the Customer Service
Representatives (CSR) began to include in the documentation the name of the
provider calling. CSRs were tramed on thls new requirement on December 22,
2005. - :
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4(2)(X0L): The Companjr agrees: In the one ‘instance, services were reviewed by

BSI’s Medical Management Department for pricing of the charges billed. The h

EOB associated with the claim reflected the outcome of Medical Management’s

review. There was no. hard copy. of how Medical Management determined the -
pricing for the billed charges. In another instance, the Company was ungble to . .

locate a copy of its Medical Management review. -

4(2)(XIV): Iﬁ‘the instances of undocumented telephone -calls, BSL concurs that.

the file did not include documentation of the agent’s calls. This was a CSR
oversight and refresher training was condugted by June 15, 2006, to ensure that the
CSRs understand the requirements for all calls received. ' :

4(2)(XVY): In the final instance, a refresher trammg for supervisors was held in

Janvary 2006, This training included material on the requirements for completing
call backs and for the documentation of such calls,

ADYQD). . In five iﬁ'stanées, EOBs were not provided.

Summary of Comp'sinv response to 4(b)(D): In the first instance, BSL

intended to and believes it did attach the EOB to its referral response as

" Attachment A,

response, '

n

In two instances, BSL did not provide a response because it- did not receive
referrals for on the claims in question. : o ‘

. In thé remaining instances, the data from which the papér EOBs Were'printed was
available for viewing on screen. BSL will work to develop a process by which

paper copies of non-pay EOBs ¢an be provided on a timely basis. .

' The Department’s Response to the Compﬁnv Response to Section 4(hY(D):

These are unresolyved issues and mav.resulf in further administrative action. .

4O)AD. In two instances, the UIU file did not document the date a co;;y of the

‘application was requested. The Company responded that a copy was requested

after the referral from Medical Management was received, but did not provide
proof of the requests. ' ‘

* Summary of Company response to 4(b)(I1): On the date that the referral :
~ was received a request for the application was routinely made, but BSL did not
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have documentatior that this was doné in these two instances. - The process has
been changed so that the date on which the application is requested is. documented.
"In addition, BSL will conduct refresher training for its examiners to emphasize that-
mvestrgatlons should be conducted diligently..

4(b)(HI) In two instances, the provrder 8 office or the copy service prowded a
- billing for its services.” The file did not reflect that the copy service fees were paid
by BSL., BSL responded that with parhcrpatmg providers, there is an agreement .
that records are to be provided without a copy fee The Company did not prov1de a
copy of this wntten agreement. .

Summary of Company response to 4(1))(111) BSL drsagrees BSL -

'explamed the contracted providers’ obhgauon fo prov1de records, and a copy of
the agreement was not redijested by the examiner. In one of the two instances, it
was .BSL’s process to call the provider and tell them that BSL would not
reimburse the provider for the charges, BSL referenced its cover sheet ‘when
‘making the request for records which stated that the requested information was to
be prov1ded atno charge S

The Department?s Response i:o fhe Combanv.Response to Section 4(b)(ﬂ1): -

This i is an unresolved issue and may tesult in further admmlsuauve actlon

4(b)(IV) In one mstance the underwntmg file for 4 rescission lacked a copy of.
the request for medical records

, " Sumniary_of Company ‘response to 4(b)(IV) The documentation

‘ requested by Underwriting was not part of the rescission process angd was located

in another department/file. Therefore, that information was not part of the
resmssmn file and was not provided as a part- of the review.,

The Department’s Response to.the Company Response to Sectlon 4(bYAV):
' The medical records in question prompted the uinderwriter to send this member to
- the UTU for a rescission mvestlgatmn Therefore any file- documents regardmg the
records were a part of the rescission process

This is an unresolved issue and may result 1 m further adnnnlstrattve act10n

i 4(b)(V) In one file, BSL responded to the Department that six beneﬁt payments
- were based on BSL’s medical consultant’s review but BSL failed to provide a copy
of the referenced rev1ew to support its response.

Summarv of Company response to 4(b)(V): There was no medical
" consultant review of this claim and, accordingly, no copy of a review to provide.
Rather, BSL requested additional information from the provider and the provider
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- complied, which led to the referenced payments (The Company representanve)
discussed this with the examiner on July 20, 2006 in San Francisco.

' The Department’s Response to the Company Response to Sectlon 4( b)(W

"This is an unresolved issue due to 1aok of regponse and may result in further

' . " administrative actlon

4(b)(Vl) In one mstance, the member appealed a resmssmn by emaﬂ A copy of .
* the email was not provided.

;' Summiary of Company response to 4(b)(VI): The Company was unable -
to locate the .email appeal. The Compary agrees that the appeal email was not
copied to the file as required by company policy; however, it is not clear how this
prevents the Department from reconstructing perunent events and dates pertaumng

“to the claim for purposes of compliance with claims practwes requirements as is
the requlrement of 2695.3(a).

-4(b)(Y]I) In one instance, the ﬁle lacked the documentation to suppott ‘a
cancellation decision, BSIL did not provide the documentation to support.a

T cancella’aon of a policy when the file was noted to rescind coverage. Although

there were two internal documents within the file that noted to rescind coverage,
the member’s policy was not rescinded but instéad cancelled as of the date-of a
~ cancellation letter to the member. The file contained no'documentation as to how
the Company changed its posruon and determined not to rescind coverage back 1o
the effective date. S

Summé of Company response to_4(b . This was' an .
_ admmstratlve de01s1on The documentanon in the file stating to rescind coverage
was in error. :

bThe Department’s Response to the Companv Response to Section 4(b)(V11L '
BSL d1d tiot provide the documentation to support its decision, - o

Tth is an unresolved issue and may result in further admmstranve action.

‘ 4(b)(VIII) In one instance, the. file lacked the date that BSL was- contacted by the
member’s broker regarding the broker’s concerns. The file documented the BSL .

'Director of IFP Sales referral to UIU for investigation, but the file did not ~

document when the Director-was cc'mtacted- regarding the broker’s concerns.

Summary of Companx response to 4(b)( YE! The Company dlsagrees

Because there was no written correspondence forwarded from the broker who was
seeking anonymity, it ‘was concluded from BSL: employee email that the BSL
~ Director of Sales received a call from the broker, - This executive sales position
_required telephone calls and meetings with brokers on a regular basis. Issues
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‘recelved by phone or in person were referred for handImg via phone. or emaJl
Therefore the email was the documentation contamed n the file.

The Department’s Response to the Company Response to Section 4(b) (VIII):
This is an unresolved issue and may result in further administrative action

4(b)(lX) In one mstance the member s application eontamed a d1agnos1s and 2
prescription drug taken for that diagnosis. The underwriting tool used at the time -
of the application rated the prescription ‘drug, but for a:completely different
diagnosis, The file did not contain a rating for the diegnosis provided by the

member at the time of apphea‘uon and thereforé due to the dlagnoms d1screpancy, o “

- did not document if the member was rated correctly.

'

ummax_'y of Company response to 4@11& The Company disagrees. .

The underwnter referred to the points assigned to the medication and assigned the -
points. The underwriter was aware that medwanon could be-used to treat two-
Separate identifiable dlagnoses :

The Department’s Response to the Company Respon-se to Section 4(0Y(IX):

This is an unresolved issue and may resultin further administraﬁve action,

4(b)(X) In one instance, the Company did not prov1de a copy of 1ts complete
procedure manual for pre-existing investigations. ' '

Summarv of Company response to 4(b1(X) BSL d13agrees (The
Company representative) provided full copies of BSL’s pre-existing condition
investigation procedure miarual {0 the examiiner on June 22, 2006, July 27, 2006,
“and July 31, 2006, at which point the examiner informed (The Company
‘ representatlve) that she did not need to receive further copies of the manual,

The Denartment’s Response t to the Companv Responsa fo Sectxon 4(b)YX):

_ This is an unresolved issue due to. lagk of response and may result i in furthen ,

admmlsu:anve ac’uon

4(b)(Xl) In one instance, the prov1der of service sent to BSL a request for dental

services to be reviewed and pre-authorized before services were performed. The

_provider’s pre-authorization request and any documents submitted- were not
- provided. :

) Sumniarv of Company response to 4(b)(XT): BSL disagrees. Pre- -
service letters are not normally part of the Appeals file. The pre-service
: determmanon isinthe Managed Care Notes

: The Department’s Response to the Company Response to Section 4(b)(XD):
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5.

This is an unresolved issue and may result i in further admrmstratrve aetron
4(b)(XII) In one mstance a copy of the BSL Dental Director’s review referenced

' m the July 9 2004, BSL notes were net provided with the ﬁle

Summarv of Comp anv response t0 4(b)(XID BSL drsagrees the Dental
Director’s review is in the notes within the Managed Care notes, These notes were
available to the examiner on the system and also printed out and provided on
paper. Dental Director’s review and the Managed Care. notes were provrded as

part of the Appeal packet provided to her

» .The Department’s Response to the Comnanv Response to Sectlon 4(b)(XII)

Th1s is an unresoIVed issue and maz result in further adm1mstrat1ve actlon

4(b)(XIII). ln one mstance dunng the review of 2 restission file, it was nted that
BSL also conducted a pre-existing condition investigation and determined that the -
member’s condition wa$ not- pre-existing. A copy .of the pre-exist umt

) investigation file was requested but BSL declined to provide the file,

Summarv of Companv response to 4(b)(XIII) The requested
documentation is not part of a UIU mvestrgahon and therefore is not part of the
rescission file, The complete rescission file was provided and made available to

. flie'CDI auditor 4t the start of the audit following the guidance provided in the
" “Coordinator’s Information Guide” end “Claims. Operation Questionnaire”

provided to, the company upon initial notice of audit. This document is part of a
pre-existing condition teview which is handled by the company as a completely

sepatate and drstmet process, unrelated to'a UIU investigatior.

The Department’s Response to the Companv Response to Section 4(b)(XIIT):

Prior to the examination and during the examination process, the Department . .

communicated the information required to the designated Company representative.
During the process if the required iriformation was not provided the Department
notified the Company. The IFP product was one of the final products reviewed
durmg this examinatioh, The examination procéss was in its ninth month when the

~ review of the product began. The Company was aware at that point in the
_"examination’ of the documentation necessary to complete the review because of
o prlor requests for that mformatlon in other products :

Thls is an umesolved issue and may result in fm‘ther administrative action.

In 35 mstances. the Comn any failed to include & statement in its claim denial that, if -

the claimant believes the claim has been wrongfully denied or rejected; he or she may have

the matter reviewed by the California Department of Tnsurance. The Department alleges

these acts. are mwolatron of CCR §2695 7()(3). S . -
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6.

5(a). In seven of the 35 instances for the Short Term Health Product oorrespondence -

from the Company, EOBs, and pre-existing cond1t1on letters did not contajn the reqmred
3 wordmg : : .

Summary of Company Response to 5(a): BSL used standardized remark codes '

in its denial letters. By the end of January 2006,. BSL audited its standardized EOB
- remark codes and revised them as necessary to provide for the specific policy provisions

that were the basis of a denial. The necessary corrsctive actions to the remark codes were,

' implemented by the end of June 2006. Additionally, programming to modlfy the EOB to

molude the appropnate language was completed by the end of August 2006

5

 5(b). In28 of the 35 instances for the IFP, Product correspondence such as explanation of.

benefits, rescission letters, response to- appeal . letters, ard Medical Management

* correspondence did not contain the wording required by CCR §2695.7(b)(3) .

Summary of Company Re'sponseto' 5(b): The Company agrees. Correctiong t0 |
the EOBs were completed by August 18, 2006. Form rescission letters that contained
Department of Managed Health Care wording were corrected on June 9, 2005, Letters in

response to appeals = were .cormrected on July ‘2005, and Medical -

Management/Authonzahon letters were updated onlJ uly 15, 2006

In 26 mstances, the Companv persisted in seeking 1nformat10n not reasonabhr '

required for or material to the resolutmn of a claim dispute. [This CCR §2695,7(d) wording

was effective for claims handling prior to the October 2004 regulatlon update.] The Department
alleges these acts are in violation of CCR §2695.7(d).

6(a). For the Short Term Health Product, in 25 of the 26 mstances, the Company
‘tequested information it already had in the file.

6(a)(1). ‘In four of the ‘25 instances, the members ‘suﬂ‘ered injun'es from an-
accident, - This information was on file when claims were received. Even with this
information the Company conducted pre-existing condition investigations.

Summiary of Company Response t6 6(a)X): BSL agrees that letters -
should not have been sent as the diagnoses clearly indicate accident ‘related
injuries, The policy &t the titme was to send out letters for this type of d1agn031s
and to gather verification of an accidental infury. The pohcy was- changed in -
January 2005, and letters no longer are sent if the d1agn051s is ‘clearly accident

: related

6(a)(]1) 'In three of the 25 instances, the 1nforma110n available on the apphca‘aon
was not utilized during an mveshgahon thereby resulting in delays by obtaining
the information a seoond time,
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Summary of Company Response to 6(a)ID): Upon the initiation of an
" eligibility investigation, the TPA would request a copy of the application from
* BSL, The Company reoogmzes that in some instances, names and addresses of
treating physrcrans and previpus insurance coverage information might have been
provided in the member’s application. Reéquesting the application prior to
requesting information directly from the member was not part of its procedure
because many times the information provided on the appheatlon was incomplete
and a member request-was not avoided because additional or different information
was still required. . BSL revised its. procedures. in December 2005, to review
routinely the application for physician information before a request for additional.
mformatron is made 10 the member. .

6 (a)(III). In one of the 25 instances, the Company requested the outcome of the
pathology report when the information was- -contained in the medical records in the
file.

: Summary of Company Response to 6(a)(II0): The Company agrees that
the request was not necessary, Quarterly audits will be conducted with the TPA:
BSL audited a sampling of claims to ensure that the correct process was followed.
BSL identified where there were discrepancies and 1mp1emented correctives steps ,
as needed by January 30, 2006. A .

6(a)AV). In one of the 25 mstances BSL recewed the physrclan s notes it had
requested but requested the same notes again seven months later. '

Summarv of Co ompany Response to 6(a)§12[. The Company agrees.

~ This was 2 mistake in processmg made by the claims examiner. The Company has
procedures in place to review documents received and retraining took place by
- “Décernber 5, 2005, to reinforce how to thoroughly review a member’s claim file to
ensure that mformatlon ig not being re-requested when it is already contained in

" . the file. In addition, since the examination, BSL has changed its process to require

‘examiners to check the queue ‘of i 1ncom1ng material before sendmg out second -
requests for information,

6(a)(V) In oie of the 25. instances, after the physmran 8 response was reoewed '
the Company requested the mformatlon egain 19 days-after recerp’c

Summary of Companv Response to 6(a)(V) There was a backlog and
additional information was needed from other prov1ders Since the examination,
BSL has made changed its process to require examiners to check the queue of
incoming material before sending out second requests for information, BSL will
also instruct its third party administrator to ensure that examinets are familiar with
the contents of the file and the information available before requestmg mfonnanon

from provider’s to avo1d redundant requests.
A
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6(a)(VI) In one of the 25 instances, the Company received previous insurance -
information from the member which provided a credit toward the member’s pre- -
. existing condition time period under the plan. This credit eliminated this

member’s time period but BSL continued to pursue a pre-existing condition
mvesugatlon :

. Summary of Company Response to 6(a)(VD): This Was,not a typical
scenario as normally responses are worked faster to prevent this from occurring.
This was an unusual time when some backlog existed. BSL reviewed the process
for automatically sending a follow-up. Modifications to the work process were
completed by the end of June 2006 and now require the examiner to review the file
‘and queue to determine whether responses’ and mformatxon are already available
before re-requestmg mformatlon : :

' 6(a)(VII) In one of the 25 mstances the Company sent a letter to the member
requesting accident details after receipt of the pohce report which contained the
details of the accldent

o Summary of Comnany Resnonse to 6( a)(VII) BSL provided a response‘
regardmg this instance in its May 26, 2006 referral response. BSL responded that
it agreed that the pre-ex1stmg letter should not have been sent and that the letter-
was sent as a résult of examinér error. As indicated in BSL’s referral response, -
refresher training was completed by June 15, 2006 to reinforce that pre-existing
* condition letters are not sent on claims when the claim is clearly related to an
accident, BSL Wwill re-instruct its third party administrator to ensure that examiners
are- familiar with the contents and substance of claim files before requestlng
additional information in order to avoxd requests for mformatlon that is already
avallable “ o

6(2)(VIID)., In one of the 25 instances, a police report was received which

contathed accident. details. . The accident occurred after the member’s effective

date of coverage. which verified this was not a pre-existing condition, Even with

this information in file; the Company sent a pre-existing condition letter to the
member eight days after recelvmg the police report.

‘ Summarv of Company Response- to 6(a)(V]ID This was & clalms
exariner error and refresher training was conducted in June 2006, t6 ensure the

. staff uhderstands that pre-existing condition letters are not sent on claims that are .

clearly caused by an acoldent

6(a)(IX). In one of the 25 instances, the Company requested an answer from the '
member although it had paid’ beneﬁts two days prlor .

Summeary of Company Respon_ge to 6(a)(IX): This was an eéxaminer
oversight because the file was not reviewed thoroughly, Refresher training was
copducted June 1, 2005, June 15,2005 and October 19, 2005, with the examiners
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‘o ensure they are aware of how to review a file thoroughly and to not generate
, unneoessary letters

.6(a)(X) "In one of the 25 mstances, the Company requested the diagnosis code or -

an itemized bill when the 1nformat10n was already in the file,

_ Summarv .of Comnanv Response to G(a)@L These records requests
were unnecessary because the information was available in the plan records,
Under BSL’s procedures;. the file should have been thecked before information
was requested. Trajning of the claims processing staff was completed by the end
of December 2005, to ensure they know how to review a claims file thoroughly n
order to avo1d requestmg information already available.

6(a)(XI) In one of the 25 1nstances, an 1tem1zed bill already in the file ‘was
requested again. * _ . A

Summary of Company Response.to ‘6(a)(XI): In error, the claims
'exam_iner put an incorrect remark code on the EOB. 'The information was
available through a claim that had been received already, Under BSL’s
procedures, -the file should have been checked before the informiation: was’
requested. The Company directed its TPA to pravide training to claims processmg
staff to ensure they know how to review a claims file thoroughly in order to avoid
requesting information already avarlable The training was completed in
December 2005 ' v :

6(a)(XII) In one ﬁle, ‘the Company requested information from a mernber statlng '
that the information had not been received from the ‘provider when, in fact, the

- information had been received by BSL 14 days prror to the request

Summary of Company Response to 6(a)Q{_I_1)__ Refresher training was .

completed in March 2006, with examiners to ensure they know how to thoroughly
. review a file to locate information that has come in as & result of requesis to

providers and members.

6(a)(XIH) -In one of the 25 instances, the. Compeny sent a second request" for
emergency room records when the records had been recerved by.BSL nine days
‘ pnor :

Summary of Companx Response to 6(a)§§m Reﬁ'esher training was

conducted with the claims examiners on Ogtober 6, 2004, and again on March 8,

2006, concerning the proper desk procedures for searchmg the ﬁle for medlcal
' records before making another request . '

. 6(a)(XIV) In one of the 25 instances, the physician provided the requested five

years of medical information.” Nine days later the Company made another request
for six months of medlcal mformatlon
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‘Summary of Company Respense to 6(a)(XIV); Refresher training was
conducted with the claims examiners on October 6, 2004, and again on March- 8, .

2006, concerning the proper desk procedures for searching the file for medmal

 records before making another request :

.6(8)(XV). In'one of the 25 instances, the Company had in the file records from the

member’s physician that named the prescription’ drug and the diagnosis for the
member, - BSL requested additional information from the prov1der when the
1nformat10n was in file. .

Summarv of Companv Response to 6( a)(XV) BSL dlsagrees BSL’s
research did not show that the drug was mdlcated for the dlagnosm given.

Department was able t6 locate information on the internet that would verify what

~ the doctor had already’ provxded in the medical records which the Company had in

its possession,

This is an umesolved issue due to the lack of, IeSpOnse and may result in further

adm1mstrat1ve action.

6(a)(XVI) In one of the 25 instances dunng the course of an mvestlgauon the
Company received a billing for medical services from a physician, The' billing
listed the name of the physicien who referred the member to the treating physician.

services- and not from the listed refernng physwlan

Summary of Company Response to 6(3)(XVH The Compény agrees.

mforma’uon should be requested from providers.

' 6(a)(XVII). In one 'mstance, two month’s’ after reeeipt of the requested information
from the member, the Company requested the information again from the member. .

* Summary of Company Response to 6(a)(XVID): The 'addiﬁonel request -

to the member should not have been made as the member had.already responded.
This wes an examiner exror and refresher training has been conducted to ensure the
claims examiner staff knows how to search the file for information received before
making addltlonal requests, . The refresher training was provided and reinforced in
multiple sessions on June 30, 2004, August 11, 2004, September 22, 2004, March

-23, 2005, June 1, 2005 and March 8, 2006

.6(a)(XVIII) In one of the 25 instances, the Company sent a letter requesting
additional information from the member’s prov1der even though the information -

had been received 11 days prior.
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Summary of Company Response to 6(a)(XVIID: Since the examination,

BSL has made changed its process 1o require eéxaminers to check the queue of

incoming material before sending out second requests for information. BSL will .

also instruct its third party administratot to ensure that examiners are familiar with

the contents of the file and the information available before requestmg information
.'from provider’s to avoid redundant requests

- 6(a)(XXX).. In one of the 25 instances, even though the medical records confirmed
: . that -the member was not dlagnosed until after coverage. became effective, the
| o Company continued to conduct arescission mvesngatlon

Summarv of Company Response to 6(a)( XTX): BSL addressed issue in
its September 25 response to the re-referral on this matter, This was an examiner
error, BSL will instruct its third party administrator to ensure that examiners are

-familiar with the contents of the file and the information available - before -
requesting information from prowder s to avoid redundant requests. - '

6(a)(XX) In one of the 25 instances, after Iecelpt of a completed form from the
member’s provider, the Company requested a completed form 18 days later.from a
physician who was in the same medical group. The physician noted in the -
response to the ‘Company “this is the second form I have filled out”, :

Summary of Companv Response to 6( a)(XX) The Company dlsag'rees .
BSL was unaware of this provider and requested records, The physician’s office
“was incorrect in ifs asseruon that this was the second. form ﬁlled out by the doctor.

The Department’ Response to the Companv Response to 6(a)(XX). The
. Department noted that the Company .agreed with the Department on another
- member when during an investigation, BSL requested records from each provider
wﬂ:hm a mechcal group.

This is an unresolved issue and may result in further adm1mstrat1ve ao’uon

6(b) For the Ind1v1dual Famﬂy (IFP) Product, in one of: the 26. mstanoes, the Company-
requested information it already had in the file. During a UIU investigation, the UTU Unit
requested medical information from two physicians that the Pre-Exist Unit had previously
requested during its. pre-existing investigation. ~ BSL considers the investigations
conducted by the two units to be completely separate and vnrelated, Information obtained .
during an investigation by either unit is not shared between the two umts Whlch can create
duplicate requests to prov1ders :

ummax_'g of Company Response to 6(HY(D: The claims are not part of the UTU

m‘vestlgatlon or rese1ssmn ﬁle They are part of the preexztstmg condmon ﬁle, which is
“ynrelated,

' The D@artment’s Response to the Company Response to 6(b):
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"This is an unreso]ved issue and may result in further admlmstratlve ao’aon

7.. In 17 instances, the Company failed to_effectuate prompt fair and _equitable
settlements of claims in which liability had become reasonably clear,  The Department
alleges these acts are in violation of CIC §790. 03(11)(5) : - L

7(a). For the Short Term Health product, in 16 of the 17 mstances, the Company failed
to effectuate prompt, .fair. and equitable. settlements of clalms in' which liability had-
become reasonably clear,

7(@)(X). Tn five of the 16 instances, the Company had sufficient information in the
file to allow benefits to be paid but did not release the claims. . In the first instance,
the emeérgency room report was received but the claim was not pa1d In the next
instance, the Compary had enough accident details in the file to pay but did not
pay benefits. In the third instance, medical records were in the file, but benefits -
were not released. In the fourth instance, a charge was denied that was payable, In _
~ the final instance, one claim was not released for benefit payment at the time other"

. clalms were paid. o :

‘ Summarv of Company Response to 7(a)D): The Compeany agrees and
. benefits in' the amount of $4,749.47 have been paid, whlch included $362.06
towards the calendar year deductible. .

7 (a)(II). In two of the 16 instances, at the conclusion of & pre-existing condition
investigation, not all claims were released for payment. In the first instance, at the - -
conclusion of the pre-existing investigation, benefits were released but one claim

- wasg not released for payment. In the other instance, after concluding a pre~ex1st1ng .

condmon mvestxgatlon benefits were not released for payment. S

Summary of Comnany Response to 7(a)(]I) In both mstances the
Company agrees and benefits in the amount of $814.31 have been paid, which
included $250.00 toward the calendar year deductible. Addmonally, the Company
conducted and completed a survey for the period of 2004-2006. An additional
$39,801.95 ($7 095.34 of ‘which was applied towards the deducuble) was paid to
claimants as a result of the survey .

7(@)AD). In two of the 16 instances, the Company initiated a pre-existing
condition investigation for a dlagnosxs that is listed as a condition for which the
Company would not conduct an 1nvest1gat10n

Summary of Company Resnonse o 7(2)D): The Company agrees and
reprooessed the claims applying a combined total of $252.65 towards the
members’ calendar year deduonbles

7(a)(IV) In one of the 16 instances, claims were demed ongmally and upon
appeal by roferencmg a pohcy lnmtatxon regarding acc1denta1 mJury and a
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member’ § blood alcohol level The pohcy limitation BSL used to deny the oharges'

did not apply to the claims submitted.

‘Summary of Company Response to 7(a)XV): The Company agrees that
‘the originel denial ‘and the appeal denial were in error, The claims. were
réprocessed and the member’s $2,000.00 deductible was satisfied and a benefit in

the amount of $1,524.75 was paid, Additionally, the Company conducted and -

completed a survey for the penod of 2005-2006. An additional $460 64 was paid
asa result of the survey.

7(2)(V). .In one of the 16 insfances, a claim was denied and the proyvider was
advised that the procédure code billed was not-appropriate for the diagnosis, The

- _provider appealed and the appeal was denied and the Company requested .

additional information not previously requested in its fitst denial. The Company . |

“allowed the benefits after the matter was brought to its attention'as a result of this
exammahon

Summary’ of Companv Response to T(@)(Y): After review of the
. Department’s inquiry, the Company contacted the prov1der and a benefit payment
of $3,603. 00 was madg, .

“7(2)(VY). In one of the 16 mstances, the file d1d not contam doeumentatlon to
‘support the demal of claims, °

o Summiary of Company Response to 7(5)1' VL) The Company agrees and
has adjusted for benefits; An additional $2, 115.87 has been paid.

(@) (VID). In one of the 16 .inst‘ances, a claim for a member_' was denied as routine

o When it wés not

Summary of Company Response to X a)(VID BSL agrees and a beneﬁ’c'~

payment of $24.97 has been made

'7(a)(VIII) In one of the 16 mstances ‘2 charge was demed as routine when the

conespondmg office visit was payable

Summarv of Companv Response to 7(a)(VIID): BSL agrees that the
charge was payable and a benefits payment of $2.84 has been made.

7 (a)(IX) In one of the 16 mstances an incorrect pre—emstmg cond1t10n time
period was applied to a member’s claims wb.lch resulted in clalms denials.

:Summary of Compan Response fo 7(z :  The Company .agrees: i

* and reprocessed elalms applying $107.91 towards the member calendar year -

deductible. .
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8,

~ 7(2)(X). In one of the 16 mstances, the correspondmg X—Rays for a hospital visit -
were notpaid, - : , _ '

Summarv of Company Response to 7 a)(X) The Company agrees anda
benefit payment of $18,72 has been made,

/ 7(b) For the Individial Famlly (IFP) Product in one of the 17 mstances the Company

~ failed to effectuate prompt, fair and equitable settlements of claims in Wh:lCh liability had

' become ‘reasonably clear, The Company paid the wrong provider., When the Company
reprocessed the claim to pay beneﬁts to the correct prov1der, mterest was due,

Summarv of Company Response to Sectmn 7(b) The Company agrees and an -

. inferest payment in the amount of $1,726.71 has been pmd Addmonally, on July 21,

2006, a process was lmplemented to make changes to the UIU process.in-order to finalize
outstanding claims received prior to and during a rescission investigation, On a monthly .
basis, UIU now sends a report to'the Claims Department notifying it of completed UTU

- investigations so that the Clazms Départment can ﬁnahze ény claims assocmted with the
+ UIU investigation. :

Additionall‘y, the C‘ompany conducted a closed claims survey of claims on this issue for

the period of 2004-2006. Claims ‘were adjusted to pay beneﬁts totaling $827 259.44 plus
$1 18 879.90 in interest, , ‘

In 13 mstances, the Company faxled to prov:de to the claimant an explanation of

beneflts including the name of the provider or services covered, dates of service, and 2 clear

. explanation of the computation. of benefits. 'Ihe Department alleges these acts are in v1olatlo11
of CCR §2695 11(b). .

3 8(a).» In1l of the 13 instances, the violatlons occurred in the Short Term Health Product,

8(a)(I) In six of the 11 instances, the member EOB prov1ded did not contam the
amount paid to the prov1der

_ Summary of Comganx Response to 8(a)(X): Two issues resulted in blank
fields on reprinted EOBs. These problems were eorreoted effectlve April 15,2006.

8(a)(II) In four of the 11 mstanoes the portmn of the EOB w}nch contamed the
computation of benefits was blank,

Summary of Commmy Response to 8(a)(ID); BSL revised its EOB to' '
contain the required information.

. 8(a)(ﬂl) In one msta.nee a remark code on an EQB did not prov1de an accurate -
explanation for the current status of the cla1m
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‘ Summary of Company Respoise to S(a)(LH):' This was an exéminer -.
- error. The remark code used should not have ‘been used. Refresher training on the
. remark code was conducted with the claims examiners in June, 2006. '

- 8. In fw_o of the 13 instances, the‘violations occurred in the IFP Product, The EOB to
. the member did not provide the amormt paid in the computation of benefits but the EOB to

the provider did. CCR §2695/11(b) requires a clear explanation and computation of

* benefits. Not providing the member with the amount paid is a violation. - :

] . i .
Summary of Company Response to 8(b); The Company could not disclose the -

: ‘fofcal amovnt it paid because this would disclose a confidential contractual term with that
provider and it would be in breach of its agreement. BSL revised its processes in 2005

claim.

.and a subsequent revision to the EOB now in¢ludes this additiona] information.

In fiife_ instances, the Company failed to provide the written basis for the denial of the
The Department alleges these acts are in violation of CCR §2695 ().

9(a). 'F,our of the five instahcas were m the Short Term'Health product. In the first -
instance; the Company used the invoice date from the bill received, not the service date
and inaccurately denied the claim as coverage terminated. - - -

" In the second instance, two EOB_s .forlthe same member stated, “Your policy does not:
' cover services for this condition” but did not state the factual and legal basis for the denial,

including reference to specific policy language.

In the third ins'tdnce, in its denial of appeal l_e’cter,:thé‘Company cited an exclusion for pre--

.existing cohditions that no longer existed in the policy.

In the fourth instance, the denial did not reference the specific policy exclusion.

Suinmarv of Company Response fo 9(a): In the ﬁrst"instancc,, the Company

E agrees, The billing did not contain a date of service for the two charges in question,

however, it did. contain an invoice date and that was the date that was used,

" In t_he.sec'on& instance of the EOBs not prbviding the specific- reason for the denial, the

Company agrees. BSL used standardized remark codes in its denial letters. The Company
audited in January 2006, its standardized BOB remark codes and revised them as
necessary to-provide for the specific policy provisions that are the basis of a denial. ‘The
necessary corrective actions to the remark codes were implemented by the end of June
2006, ' : : '

In the third instance, the Company disagrees. The only change in the definition was the .

. substitution of “health. care practitioner” for “health practitioner,” and the capitalization of

celtain defined terms. No wording was eliminated from the policy definition and the .
correct definition was ysed. The definitions of pre-existing condition are not conflicting,
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Regarding the fourth instance, as mentioned above, by-the_end of Janvary 2006, BSL

audited its standardized EOB remark codes and revised them as necessary to provide for

the specific policy provisions that were the basis of a denial. The necessary. corrective -

- actions to the remark codes were implemented by the end of June 2006, Additionally,
programming to modify the EOB to include the appropnate language was completed by
the end of August 2006. ' ,

The D‘epartment’s Response to the Company Response 10 9( a}:

This is an unresolved' issue and mayv result in further adrninisfraﬁ\'/’e action.
.- 9(b). In one instance in the IFP Product, three EOB denials for one Jnsured included this

language “This service is not a bénefit of the subscriber’s health plan”. and “This seyvice
. is spec1ﬁcally excluded from coverage under the subscriber’s Blue Shield Plan”, This -

language 'did not reference the specific policy exclusion,

, Summarv of Companv Response to 9(b)' The Company did not provide -a
-, Tesponse. ‘ ’

 The Depar‘tmenstesponse to the Company Response to 9(b):

This is an unresolved issue due 1o lack of response and may result in further admmstranve )

action,

10, " In four mstances, the Companv falled to afﬁrm or deny coverage of claims Wlﬂl]ll '
" . reasonable time after proof of loss requirements had been completed and submitied by the

insured. For the IFP Product in four instances, onoe the decision was made to rescind coverage,
- claims were not processed to show that coverage was resomded The Department alleges these
acts are in v1ola110n of CIC §790. O3(h)(4)

Summarv of Companv Response to 10: The Company agrees New- procedures were .

mnplemented by July 21, 2006. "On a monthly basis, UIU now sends a repoit to the Claims
. Department notifying them of rescissions, so that the Claims Department can finalize any claims
: assoc1ated with those rese1ss1ons :

11, Inthree mstances, the Companv falle(l to conduct and dll]genflv pursue a thoi'ough o

fair and objective investigation of a claim, [This CCR §2695.7(d) wording became effective

for claims handlmg conducted after the October 2004-GCR. rewsmns] The Department alleges’

.these acts are in v1olat10n of CCR §2695 7(d). -

In one instanoe, U1 requested-medical information from a provider, Records were not received - -

and UIU did not follow up for 38 days. The Company provided the Department with a document- -
that stated, “UTU cases must be worked very quickly to avoid unnecessary delays and to meet -

' 1eg1slat1ve time-frames for claims reimbursement.” "A delay of over 30 days for medical records
necessary in the Company rescission ‘investigation is unreasonable and does not reflect that the
Company “woiked quickly” or diligently pursued the information requested.to resolve. its
investigation timely. Additionally, the Company responded to this issue, “Follow-up phone calls
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and fax requests were made to the providers. Phone calls are mads about every 2 weeks or sooner
if possible, to follow-up on fax requests for medical records, As previously explained, such
phone calls are-not documented as a business practice; however, medical records were received

. within a reasonable period of time.”, The documentatron in the file does not reflect that the

Company diligently pursued this mvestrgatron

In the second instance, medrcal records were not requested untrl 45 days after receipt of the

Medical Management refenal

In the third mstanee, UIU requested medical mformatron from a prov1der but did not follow up for
an gdditional 35 days. BSL did not follow its own praetrce to follow up qulckly when requestmg
records from a provider. , ‘

Summary of Companv Response to 11; BSL dlsagrees In the first mstance BSL was
not in violation of the regulatory requirement, Providers who did not respond to the.initial request
received a second request within 38 days, which indicated no unreasonable delay- and
demonstrated the Company’s -diligent efforts 0 pursue ‘required information to. perform a
thorough fair and objective investigation, .

In the second 1nstance the UTU teceived a medical Management referral on February 76, 2005 .

and requested a copy of the eriginal application. The application was received and led the UIU to
decide to. pursue an investigation on March 23, 2005. Medical records were requested from the
two providers that same day, March 23, 2005. - The UIU recerved the requested records on April
26,2005 and April 29 2005. 4 ,

In the third. mstance the reeords were recewed 35 days after BSL’s m1t1al request BSL w111

. coriduct refresher training to remforce the need to conduct mvesugatrons diligently.

' The Department’s Response to the Company Response fo 11'

These are unresolved issues that may regurre fulther admrmstratrve action,

12, In one instance, the Company failed to acknowledge and act reasonably promptly
upon communications with respect to claims arising under jnsurance nohcres ‘For the Short.

Term Health Product, BSL did not respond fo & provider appeal Teceived on March 28, 2005, until
the Department reviewed the file on May 11, 2006. The Department alleges this act is in

Vlolatlon of CIC §790 03(0)(2).

Summarv of Company Resnonse t012: The provider drspute resolutron request came in.
with a claim and due to.an Gversight, was missed by the claims staff. It was not recognized as a
provider ‘appeal. Refresher training was conducted at the end of May 2006, with claims staff to
ensure they understand what a prov1der appeal looks 11ke and the proper handling procedures

' 13. - In one mstance, the Com-panv attempted: fo settle a claim by makmg a setﬂement

offer that was unreasonably low. For the Short Term Health Product, the Company determined

that a physician should not have billed separately for'a procedure that was included in another -
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procedure also bﬂled by the ‘physician, The Company denied the chaxge without s'upportmg :
documenta’uon The Departmen’c alleges this act is in VlOlathD. of CCR §2695. 7(g) '

Summarv of Company Response to 13‘ The Company has ehanged its policy . and pald
an addltlonal $9.83 beneﬁt . ‘

14, - .In_one instance,’ the ‘Company failed to reimburse the insured or medical service .
provider for reasonable -expenses incurred in copying medical records requested by the
insurer, For the Short Term Health Product, the Company notified the member that charges
incurred for copying medical records were not a covered benefit. The Department alleges this act

- isin v1olat10n of CCR. §2695 ll(g) : ‘

Summarv of Company Response to 14 The Company agr¢es and has paid the fee of

" $36.99.  Additionally, the Company conducted a survey of claims paid for the period from

February 1, 2003 to April 26,2006, and as a result paid an additional $974,65. ’

15.  In one instance, the Company failed to maintain a copy of the. certification required
by §2695.6(b)(1), (2) ox (3) at the principal place of business, For the period of. September 1,
2004 through August 31, 2005, BSL was unable t0 produce a copy ‘of the required eertlﬁcauon

" The Department alleges this act is a violation of CCR §2695 6(b)(4)

Summary of Companv resgonse to Section 15¢ BSL was not able to produce the Entlty
Licensee Certification for this time period, however the training occurred.. Beginning in 2006, the
' required certlﬁcatlon is now completed annually pnor to September 1*‘t

ACCIDENT A_._ND DI_SABILITY
' Targeted Review '

16. In nine mstances, the Company falled i0 adopt and - xmplement reasonable
standards for the prompt investigation and processing of claims arising under its
insurance policies, The Department alleges these acts are mvmlatlon of CIC §790 03(h)(3) o

' 16(a) In three mstances, the ﬁles do not reflect that BSL conducted a tlmely UIU
_ investigation. '

In two of the three mstances, the membe1s submltted an application to transfer to
. another plan. The requests were denied. In.each instance, the member’s submission
of & request for a transfor in plans prompted the UIU investigation, The 8)18]
investigations did not commence timely. One investigation started over two months
and the other over a month and & half after the request for a plen transfer was denied.
- During the delay, BSL allowed claims to be processed Whlch misled the member into-
believing there was no coverage problem

" Inthe thlrd mstanoe, there, was a period of almost two months in which there was no

agtivity in the rescission investigation. It is noted that in previous files reviewed, the
UIU would send a follow up fax to the provider within two weeks or less if records
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were not recejved, In this instance, there was no follow up fax or any other 1nd1ca1:mn

. that BSL had contacted the provider to obtain the medical records or that BSL had -

contacted its-copy servicé to obtam the prov1ders records when BSL did not recewe a

: response to its requests. .

Summary of Companv response to 16(a) In the ﬁrst iwo. instances, BSL

. d1sagrees ‘A review of a transfer apphcatron is.not related in any way to the
Company s clalms procedures and processing of claims.

" In the mstance of & request for medical records, the UIU’s busilress practice is to call’

providets every two weeks. These calls were not documented in this instance, The -
UIU may send follow—up fax requests. ‘Fax requests are not used in every. case, but if

. there was a fax request for a particular file, a copy of the fax request would be in the-

file. provided to the Department, If the provlder fails to respond to BSL requests

~ BSL W111 refer the request to its copy setvice.

BSL will conduct refresher trmmng to. reinforce the mportance of documenting
information requests and other commumcatlons and follow ups.in the file.

The_Department’s Response to the Coxrman’y Response to 16(a):

" These are mn:esolved'issﬁes and may result in further administrati'\fe action.

' 16(b), In five instances, clalms were rece1ved with a diagnosis which, according to
* . BSL guidelines, would prompt a pre-existing condition mvestlgatlon In all five

instances, a pre—ex1stmg 1nvest1gat1on was not done.

Summarv of Company iesponse 16(b) No pre-existing condition
investigation was conducted, Claims should have pended for a pre-existing condition
investigation, and it appears that a system programmmg error' at the time was

- responsible for the claims not stoppmg The error has since been elumnated through -
Teprogramming, .

. 16(c). .In one instance, BSL initiated a pre-existing condition investigation but did

not provide documentation of the reason it began or ended the investigation:” Two
Ietters were sent to providers by the pre-existing unit. One provider responded and
noted that the member was referred by another physician, At that time, BSL did not

- continue the pre-existing investigation by requesting medical information fromi the -
. reforring physician listed. Also, BSL had no record that a response was recelved .

from the second prov1der 1o whom the 1mt1a1 letter was sent, .

Summary of Comgany response to 16(c): BSL agrees that records were not

. requested from the phys1c1an listed as the referring doctor and that there is no record

that BSL received a response from a physician from whom it had requested medical
information. BSL states that the complete file was provided to the Department.
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The Department’s Response to the Company Response to 16(c): BSL has not
verified to the Department that it conducted and completed a pre-existing
 investigation for this member, BSL provided no documentation as to why it initiated
a pre-emstmg condition investigation and then faﬂed to complete the pre-existing
mvesuga’uon it 1mt1ated

© Thisisan unresolved 1ssue and miay result in further administrative action.

" 17. In_two_instances, the Company failed to represent correctly to claimants,

' pertinent facts or insurance policy provisions relating to a coverage at issue. In one
instance, when UIU determined that it would pursue an investigation, it made the decision
not to place a hold on claims during its investigation. A hold means that claims/benefits are
not released for payment until the UIU investigation is completed. Due to this decision,’
claims were pa1d during the ‘UIU investigation. Allowing benefit payments during en
' mvestxga’uon is misleading to the member and the provider as it appears that BSL does not
have an issue with coverage even though itis mveshga‘ang coverage. .

In arlother msftance, BSL conducted & pre.-emstmg condition investigation and a UIU

investigation at the same time. The pre-existing unit and the UIU do not work together at the

timé of investigations. When the units completed their separate mvestlgauons the pre-
existing unit sent its denial letter and the next day the UIU sent a rescission letter. Sendinga

' _pre-emstmg denial and then a resc1ss1on denial is misleading to the member. First, the
member is- told they have' coverage except for a specific condition’during a certain time-
frame. Within days, the member is then informed that they no longer have health insurance.
When BSL simultaneously- conducts pre-existing condition and rescission investigations, &

. determination. letter should not be sent to a member until BSL has concluded its UIU
investigation, If UTU has dstermined that coverage is rescindable, the rescission letter should
also include the outcome, of the pre-existing condition irivestigation if it determined that

_ conditions were pre-existing. If UIU determined that coverage was not rescindable, but the
pre-exist unit deterrnined that a condition was pre-existing, the pre-exist unit should send the -
pre-exist denial letter. Due to the two units conducting separate eligibility investigations and
sending . separate letters,” the pre-existing denial letter sent first to the member was

: lesleadmg The Department a],leges these acts are in violation of CIC §790. 03 (h)(l)

- Summary of Companv response to 17; In the first instance, there is no reqmrement
‘that. a hold be placed on claims not to release/pay during a UIU investigation.. The UIU
underwriter -has the authonty and discretion to make the determination whether to place a
claims hold based on the umque s1tuat10n under investigation, .

In the second instance, there Was 10 mlsrepresentlng facts or insurance policy provisions
relating to coverage at issue. Both notices were in fact accurate, and although close in time,
the rescission letter was sent after the pre-existing condition denial letter. . The UIU narrative
was posted the same day the pre-existing condition letter was sent regarding the claim under
‘review. Neither process.could have been halted or delayed without compromising that
process The UIU will review claims history or worksheets in the future to verify whether -
-there is en ongoing pre-existing condltlon investigation at the time UIU is sendmg out its
notice, :
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The Department’s Response to the Companv Response to 17

In the ﬁrst instance;, allowmg clalms to pay during' a UIU mveshgahon is m1sleadmg to the
provider and member regardmg the status of the member’s insurance. :

In the second’ instance, BST: does not address what UIU will do once it venﬁes if there is an
ongomg pre-ex1st1ng condmon mvestlgatlon dunng the time UIU is sending out its notice.

These are un:fesolved issues and may result in further admnnstrat:ve action.

18. In one instance, the Company- failed to respond to .a Departnient. of Insurance

inquiry within 21 calendar days. In one instance, the file failed to contain a copy of the
member’s previous clalms history with BSL The Department alleges these acts are in vmlatlon
of CCR §2695 5(a). :

. Summary of Company response to 18: BSL provided a complete response to the
Department with the information known at that time. Thé checklist to the file has a
handwritten note-on page 2 that purged claims history was provided to- the Department. .
_ Given the note it was believed that all purged data was provided in the file, As the
" Department is -aware, BSL was only allowed a short period of time to ga’cher these files
together for this andit, and had to pull data from seve1a1 sources.

The Department’s Response to the Company Response to 18:- When fhe Department
notified BSL that the file did not contain the missing data, BSL had an obligation to check its
file for the missing information. At that time, BSL only reviewed its check List and did not '
recheck its file for the missing data and. responded to the Department that the missing data
was in the file, wblch caused further delays. .

This is an unresolved issue and : may result in further administrative action.

LIFE
- Initial Review

19... In15 xﬁstances, the Company failed to maintain sll docilments, nbtes and Work
papers in the claim f1]e The Department alleges these acts are in violation of CCR
' §2695 3(a)- , ' _

19(a). Thlrteen of the 15 1nstanees were in the Ind1v1dua1 Life Product: In five of the 13
mstances, the file was not documented when notlce of claJm was ﬁrst recewed :

4 I three of the 13 1nstances, a copy of the apphcatmn eould not be located

In three of the 13 mstanees the ﬁles were not doeumen’ced that forms were sent
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In one of the 13 mstances there was no documentation in BSL’s file: of 2 te]ephone
conversanon referenced in an agent’s Ietter .

: Summarv of Companv Response to 19(a)¢ In'all of the 13 instances, the
' Company agrees Effective April 15, 2006, the date that notice of claim was received will
be documented in the file. Refresher training was completed in April 2006, with the Life
+ .clajms examiners to ensure they understand the reqmrements for thoroughly documenting
the file with the date that BSL is contacted and with responses relating to the claim. In
" two of the instances; BSL was unable to obtain copies of the applications. from Blue
Shield of California (BSC), which was the keeper of the applications when life coverage
‘was sold with the Blue Shield of California medical insurance. As of June 1, 2006, BSL
has worked out a process with. BSC to secure copies of applications as needed Effective
April 15, 2006, BSL changed 1ts pohcy and began to document the date that a clairn form
was sent.

19(b) Two of the 15 mstanees were in the Group L1fe Product "In one instance,

correspondence from a provider referenced a telephone conversation W1th BSL that was

not documented in the file. In the second instanice; a report contained an asterisk but did-
. ot provlde its meaning, ' - :

Summary of Companv Response to 19(b) In the first 1nstance BSL agrees In

Apiil 2006, a refresher training discussion was held with the life claims ‘examiner -

reinforcing the need to documient any and all convetsations regarding a claim.

Inthe second instance, BSL concurs that the éxplanation forthe asterisk shoyld have been
documented.in the file to clear iip any possible confusion, On May 15, 2006, refresher -
training was conducted with the life claims examiners to ehsure they understand the need
to document this type of information in the file. . '

20. In four instances, the Company falled to represent correctly to claimants, pertinent
facts or insurance policy nrov:smns relating to a coverage at issue, In four instances, the
Company notified individvals who claimed the life insurance benefit that the member had not
. assigned a beneficiary; therefore, a Life Insurance Preferénce Beneficiary form was required, The
Company did not know if the member had or had not assigned a beneficiary because BSL could
not locate a copy of the application, The statement made in the letters to the individuals who
notified the Company of the member’s death was false and m1sleadmg The Department alleges
these acts are in violation of CIC §79O 03(h)(1) .

© Summary of Comnanv Response to 20 The Ccmpany agrees that the statement made
in the letter to the beneficiaries was not true. Because BSL was unable to locate a copy of the
apphcauons it cotild not be sure whether an a531gnment was included or not, This was a life claims
examiner error and a refresher training session was conducted by the end of Apr11 2006 to
remforce the need of accuracy in letters sent to beneﬁclanes -
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21,  Tnfour instances; the Company failed to adopt and implement reasonable standards
for the prompt investigation and processing of claims arising under its insurance policies.
The Department alleges these aots are in Vlolatlon of CIC §790.03(h)(3). :

Zl(a) In three mstances, the Company required . beneficiaries to obtain a ' notarized
statement when BSL could not locate the form upon which the member had designated a
beneficiary. The Company’s inability to locate the document created an unnecessary out-
of-pocket expense for the beneficiary and & delay in bringing the claim to settlement.

Summary of Company Response to 21( a): “BSL agrees that the out-of—pocket

cost . incurred for obtaining a notarized beneficiary affidavit should nct be the
beneﬁo1ar1es The practice in the past has been to have the beneficiary pay for the notary |

services,” This is no longer a practice of the Company. BSL conducted a survey for
notary pubho chatges for the period of Jamuary 1, 2006 to June 15, 2006, There was only

“one policy in which thé beneficiary was mstructed to obtain a notarized statement. The

beneficiary advised that there was no charge incurred for obfaining the notarized affidavit,

Zl(b) Company follow-up procedures were not followed There was a gap in file
activity from December 16, 2003 to July4 2004.

. ‘Summary of Companv Response to Zl(b) BSL agrees that follow-up did not
occur in this case. There was a follow up system in place and it was not followed. At the

end of April 2006, & refresher training session was held with the life claJms exammers to

ensure they understand the follow~up protocols

22. In two instances, the Company failed to acknowledge notice o'f claim thh'mbls
aleudar days. The Department alleges these acts are in v101at10n of CCR §2695 5)(D). .

Summarv of Compan \ny Response to 22: In the ﬁrst mstanoe BSL agrees that the

L acknowledgement letter was sent after the 15~day requn:ement This was a life claims examiner
- errdr and overs1ght " A refresher training session was held in' April 2006, 'with the life claims

examiners t0 rev1ew the requ:tremen’cs for sendmg out a claims acknowledgement within 15 days

In the second instance, the Company dlsagrees According o its records, a letter was sent to the

beneficiary on February 11%, - The first notice was received on February 3“1 BSL coxtends that an -

*aclmowledgement was sent within the 15-day requuement

The Department’s Response to the Company Response to 22:. Regardmg the second instance,
- the file documented that the broker contacted BSL on J anuary 3" with' notice of death. At that
time BSL discovered an eligibility issue. The eligibility issue ‘was. resolved a month later on
February 3rd, when BSL. realized its system dropped the member’s life i insuranoe in error, The
acknowledgement letter was due 15 days after J anuary : 3rd, not Februa‘ry 3' :

This is an unresolved igsue and may result in furthei admunstranve acnon.
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" 23, In two instances, the—a;rhpanv failed fo disclose all benefits, cOVeraQe; time limits oxr

other provisions of the i insurance pohcv The Department alleges these acts are in violation of .

CCR §2695.4(a).

- Summarv of Company Response to 23: BSL’s procedure had been to default to the
+ . lump sum settlement if the beneficiary did not identify an option for settlement. The majority of -

the time this was what the beneficiary wanted. Beginning April 2006, as an interim solution; BSL

changed its process so it clarifies with the beneficiary what they want their settlement option 6 be, .

BSL now makes contact with the beneficiary to identify the option and documents the file

. accordingly. For a long term solution, as of the end of June 2006, BSL made a revision 1o its death
claim form to inclyde a settlement option box for the- beneficiary to select an option, BSL included -
on the claim form that the, dcfault w111 be the lump sum settlcment if a SpGClﬂC ophon is not . .

identified, -
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NOTICEREGAR’DI‘NG CONFI’DENTIALITY, ~

The prowsmns -of Sectmn 735.5( a) (b) and (c) of the Cahforma Insurance :

Code descrlbe the Commlssmner S authorltv and exerc1se of dlscretlon in the

use and/or pubhcatlon of anv ﬁnal or prehmmarv exammatlon report or

. other ass0c1ated documents The prowsmns of Sectlon 12938 of the _

o Cahfornla Insurance Code require the pubhcatlon of certam l egal documents

" and examination reports.
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STATE OF CALIFORNIA | L
DEPARTMENT OF INSURANCE

Consumer Services and Markef Conduct Branch
Field Claims Bureau, 11th Floor

" 300 South Spring Street

Los Angeles, CA 20013

Septermber 7,2007

The Honorable Steve Poizner
Insurance Commissioner
State of California -
45 Fremont Strest
. San Franciséo, California 94105

Honorable Commissioner:

, g Pur‘su’arit to. instructions, and under the au;thority granfed under Part 2, Chapter 1, Article -
4, Sections 730',_: 733, 736, and Article 6.5, Section 79Q;(:)4 of the California Insurance Code;
and Title 10, Chapter 5, Subchapter 7.5, Section 2695.3(z) of the California Code of

Regtlatiéns, an examination was made of the claims practices and progedutes in California of:

. Blue Shiélci of California Life & Heslth insurance'Company
7 NAIC#61557 S
Caréamerica Life Il}éurance Company
.~ NAIC#71331
Grdup'NAIC #2798

Hereinafier referred 1o as BSL, CLL thé'Company or, collectively as the Companies.

T]iis;éport is to be maintained as a confidential document pursuant to California

' Insurance Code séction 735.5,




" SCOPE OF THE EXAMINATION -

The report documents the results of two separate fﬂe review processes The initial

. routine-examination covered fhe claims handlmg practrces of the aforementroned Companies

during the penod June 1 2004, through May 31, 2005. A targeted review of BSL’s
Rescission and Caneelled ﬁles was also examined for the wmdow period of June 1, 2004
through May 31, 2005. The combxned examination was made to discover, in general if
these and other operatmg proeedures of the Compames conform with the eontractual
obligations in the pohoy forms, to provrsrons of the California Insurance Code (CIC), the
Cahforma Code of Regulatrons (CCR) and case law. This report contams only alleged -

' v101at10ns of laws ofher than Section 790.03 and Title 10, Cachforma'Co.de of Regulations,

Section 2695 et al. A report of violations of Section 790.03 and Title 10, California Code of
Regulaﬁons Section 2695 et al. will be made available for public inspection and published on

- the Department’s web site pursuant to Sectiod 12938 of the California Insurance Code o

To accomphsh the foregoing, the exammatron included:

1. A 1ev1ew of the guldehnes, procedures training’ plans and forms adopted by the'
Compames for use in California ‘including any documentation maintained by the
Companies in support- of positions or interpretations of fair claims settlement’
practices. '

2. . Avreview of the apphcanon of such guidelines, procedures and forms, by means of .
an exammatron of claims files and related records : . ‘

3. - A review of consumer complamts recerved by the Cahforma Department of
Insuranice (CDI), The Compames were the subject of 145 consumer complaints in
2004 and 2005. The review of complamts showed a trend vrith respect to claims not
re]eased timely when inforimation was in ﬁle '

The exammatron was conducted pnmarrly at the offices of the Companies in San'

, Franc1sco Calrforma This included the work product of BSL’s Thrrd Party Admmlstrator
‘(TPA), Comprehensrve Beneﬁts and Claims Adnumstrators ' '

The report is written in a “report by exception” format, The report does not present a

. comprehensive overview of the subject insurer’s ractices. The ‘report contains only a
°SnST) : oje practie ! P .

‘summary‘ of pertinent information about the lines of business examined and details of the.

non-compliant or problerrrat_ic activities or results that were discovered during the course of ‘
the examination along with the insurer’s proposals for correcting the deficiencies. Whena
violation is discovered that results in an urrderpayment to the claimant, the insurér corrects

the dnderpayment and the additional amount paid is identified as 2 reooveri' in this report.




/All unacceptable or non-compliant activities ﬁqy- not have been discovered. . Failure to
. identify, comment on or criticize activities does not constitqte acce;ptance of such activities.
Any alleged violations identified in this report and any criticisms of practices have

not undergone a formal administrative or judicial process..




CLAIM ‘SAMPLE REVIEWED AND OVERVIEW OF FINDINGS :

“The examiners initially rcvwwed files drawn from the category of Closed Claims for the

ponod ‘June 1, 2004, through May 31, 2005 commonly roferred to as the “revmw period”. The -

examiners reviewed 286 BSL.claim ﬁles and 10 CLI claim files. The exammcrs cited.29 claim -
| handling violations of the Cahforma Insurance Code within the scope of tbls report In addmon,
the targeted review mvolved ‘the remaining 40 rcscmded and 4 cancelled BSL, policies for the‘
penod of June 1, 2004 through May 31, 2005, As a result of the targeted BSL review, the
examiners clted 27 Vlolahons of the California Insurance Code ‘Further details with respect to

the files rev1ewed and a]leged wolatxons are prov1ded in the followmg tablcs and summaries.

Blue S}neld of California foe & Health Insurance Comp any.
Initial Review
LINE OF BUSINESS/ CATEGORY . | CLAIMSFOR | REVIEWED | CITATIONS
’ ‘ REVIEW PERIOD | - ‘ - '

Accident and Disability (AD)/ . o o : . '
Individual-Short Term Health (STH)- 19,546 68 - 9
General Population of Claims . ' : .
AD /Individual-STH-Rescissions . S 1ss - 10 1
AD/ Individualf'S'I;IfI-Membqr Appeals - 129 B 10 0.

. Ajj/Indiviaual-STH-PrwiderAppeals ' . 466 | 10 s
AD/ Indlvzdual-STH Denjed i © 40,170 ' - 10 - -0
AD /ndividual-STH-Pre- extstmg Condmon . 7,769 . - 10 ' . 0
AD/ Individual Family Plan (IFP)- ' : « S o L
GeneralPopulatmn of Claims | . 82,029 : - 0

: AD/ IFP-Rescissions -39 . 9 : T
AD/IFP-Cance]]ations B ' o 5 o 1 S

. AD/IFP-Provxder-Member Appeals R 320 - B '20 | .0
AD/TFP-Denied = ' 24,150 . 10 I
AD/IFP—Gen‘eral o o ' ) ', 1 2
Group Preferred Provider Orgamzatxon (PPO) 35’36-5 - M 0
AD / Group PPO-Provider Mernber-Appeals s L 20 | 0.’




Blue Shleld of California Life & Health Insurance Company

, Initial Review
)]
' . CLAIMSFOR | _ S
LINE OF BUSINESS / CATEGORY . REVIEWED CITATIONS
PERIOD
AD / Group PPO Denied, 14212 10- 1.
AD /Vision | 86,740 10 0
Life / Individual 19 13 3
Lifs / Group . 359 7. 0
i o - : . N 6 29 -
TOTALS 312,056 28 9
CareAmeric_a Life Insurance Company
g o NN CLAMSFOR | .
LINE OF BUSINESS/ CATEGORY - - -REVIEWED CITATIONS
) ‘ PERIOD
AD. / Medicare Sppplément . 361 4 10 .0
TOTALS 361 10, 0-
Blue theld of California Llfe & Health Insurance Company
Targez‘ed Review
| S - | CLAIMS FOR- o .' o
. LINE OF BUSINESS / CATEGORY . : REVIEWED CITATIONS
, REVIEW
, PERIOD
AD / TFP-Rescissions 39 30 22
| AD /IFP-Cancellations 5 4 Kl
" | AD/IFP-General . 4
TOTALS 44 34 21




TABLE OF TOTAL CITATIONS

‘Total Citations .

Initial Review
Citation Description BSL
) Ay - The Company failed to. pay Interest on an uncontastad
cIe §10123{13(b) claim after 30 working days. 7
. . The Company failed to pay mterest ona contested claim |,
C.:I_C §19123.13(c) after 30 workmg days. . 5
L . The Company failed to adwse msureds ‘of their nght to |
cIc §19169@ an independent medical review, 5
T | The Company failed to notify the claimant in writing |
CIC §10123.13(a) within 30 working days of receipt of the, clalm that the 4
Lo - | claim was contested or denied: /1
CIC §481 _The Company failed to return premium, 3
The Company failed to .complete medical ﬁndqmrr_iﬁng
CIC §10384 .{ 8nd resolve all reasonable questions arising from written 3
. information submitted on or with an application before
' issuing the polwy or certzﬁcate ‘ .
E ac §'101'13 "The Company fafled to issue, deliver or endorse the 1
entire contract
. . Due to the Company’s failure to aitach & copy of the
.. | application and/or failure to endorse on the policy at the '
CIC §10381.5 time of issue, the insured shall not be bound by any . 1
‘ statements made in an application fora policy.
29




TABLE OF TOTAL CITATIONS

Targeted Review
Citation : ' Description R BSL
CIC §790.02 The Company engaged in an unfair or dece?txve act or practice in the | . 7

business of insurance,

: . .| The Company failed to comp]ete medical underwriting and resofve all | |
CIC §10384 - reasonable questions arising from written information sybmitted onor | T
L with an application before issuing the policy or certificate.

The Compaﬁjr failed to provide the examiners timely, corvenient, and

CIC §734 frée dccess at al] reasonable hours at its offices to all books, records, 3.

accounts,. papers, docurmients,” and apy or all computer or other.
| recording relating to the property, assets, business, and affairs of the
company being exammed
Total Citations 27 -

S S RESULTS OF PREVIOUS EXAMINATIONS

The most recent pr1or clalms examma’uon mcluded areview period between September I
2001, and August 31, 2002. Slgmﬁcant noncomphance issues 1dent1ﬁed both in that
examination report arid this exan:unatlon JTeport were: failure to pay ifterest on an uncentested
claim after 30 working days [page 10, #l(a)] and fallure to relmburse claims as soon as practleal
[page 12, #4]. '




TABLE OF TOTAL CITATIONS
Targeted Review
Citation ' Description BSL
- The Company engaged in an unfair or deceptxve act or practlce in the
CIC‘§790'02 bisiness of insurance. ‘ : Y
: : | The Compa'ny ‘faiﬁled to complete medical underwriting and resolve all T
CIC §10384 - reasonable questions arising from wriften information sybmitted on or 7.
. with an application before issuing the policy or certificate,
. The'Compahy failed to provide the examiners timely, convenient, and o
CIC §734 frée dccess at all reasonable hours at its offices to all books, records, 3.
_ accounts, papers, documients, and apy or all computer or other '
| recording relating to the property, assets, business, and affairs of the
compary being exammed ;
Total Citations 27

RESULTS OF PREVIOUS EXAMINATIONS

The most recent pr1or clalms exammatlon meluded areview period be’fween September 1

. 2001, and August 31, 2002

Slgmﬁcant noncomphance 1ssues identified both in that

examination report anid this exammatlon report were’ failure to pay ihterest on an uncontested

claim after 30 working days [page 10, #l(a)] and fallure to reimburse claims as soon as prac’ueal

[page 12, #4].




» Initial Review

TABLE OF CITATIONS BY LINE OF BUSINESS
' Initial Review
- . - - NUMBER OF
ACCIDENT AND DISABILITY CITATIONS
| CIC §10123.13(b) ST
CIC §10123.13(c) 5
CIC §10169() 5
| crcs10123.13() 4
‘| cIc §10384 3
CIC §10113 1
CIC §10381.5 1
e SUBTOTAL 26
AMOUNT OF EXAMINATION RECOVERIES | §14,416.65
AMOUNT OF SURVEY RECOVERIES $1,912.28
T NUMBER OF
LOE ‘CITATIONS
CIC §481 3
4 SUBTOTAL 3.
_AMOUNT OF EXAMINATION RECOVERIES | $164.60 |
~ AMOUNT OF SURVEY RECOVERIES | . 815,104.24°
"TOTAL CITATIONS 2




TABLE OF CITATIONS BY LINE OF BUSINESS

Targeted Review

Targeted Review
o ' - NUMBER OF
ACC]])EN’I“AND DISABILITY : CIT ATIONS _
cic §790.02 : 17‘
| crc s10384 7
| cIc 8734 , 3"
o SUBTOTAL a7
' AMOUNT OF EXAMINATION RECOVERIES 0
AMOUNT OF SURVEY RECOVERIES ' .0
- TOTAL CITATIONS 2




- SUMMARY OF EXAMINATION RESULTS

" The following is a bnef summary. of the criticisms that were developed durmg the course of this

examination related to the violations alleged in this report. In response to each criticism, the

" Company is required fo identify remedial or corrective action that has been or will be taken to

correct the-deficiency. Regardless of the remedial actions taken or proposed by the Company, it .,
is the Compeny’s .obligation to ensure that compliance is achieved. As referenced below in
gsections 1, 2 and 11, money recovered within the soope of this report was $14,581.25, As

" referenced below in sections 2 and 11; following the findings of the examination, closed claim =
surveys for the period from 2004 to 2006 conducted by the Company resulted in additional

payments of $17,016.52. As a result of the examination, the total amount of money retumed to
claImants WIthm the scope of ‘chIs report was $31,597.77.

'

_' ACCIDENT AND DISABILITY
Initial Revzew

1. In seven instances, the Company. faxled to pay Interest on an uncontested claim after

30 Worlcmg daxs ‘The Department alleges these acts are in VIOIatlon of CIC §10123. 13(b)

1@a). In six of the seven mstances, interest was not paid on Short Term Health Product
claims. Non-compliance with this part of the fegulation was identified also in the
Department’s Claims Practices Report as of August 31, 2002. :

1(a)(I) In three of the six mstanoes ‘uncontested claIms received were not
released for payment ‘within 30 Worlqng days and therefore interest was due

Summarv of Companv Response to_ Section 1(a)(I) These instances
were examiner .errors. The Company has paid interest on these claims in the

" amounts of $14.99. Refresher training was conducted on July 27, 2005 and -

October 19,2005, A réminder was prov1ded to sta,ff on November 30, 2005

1(a)(II) In three of the six “instances, after BSL IGGGIVBd an appeal and
determmed that benefits were payable, the claim was paId but d1d not include -
interest, _ . .

Summarv of Companv Response to Section 1(a)(AI): In the three =

. instances, the Compeny has paid interest in the amount $2.10, Refresher training
© was conducted on July 27, 2005 and October'19, 2005.. A reminder was prov1ded
“'to staff on November 30,2005, '

1(b). In one of the seven 1nstances interest was not pald on a Group Health Product on
- an uncontested clalm paid after 30 workmg days. o

Summary of Company Resp onse to Section 1(b): The Company reprocessed the
claims to allow benefits and paid $28.31 in interest. Refresher tralmng 'was conducted on
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July 27 2005 and October 19, 2005. A remmder was provided to staff on November 30,
2005 .

2. _In five mstances, the ("ompanv failed to pav interest on a contested clalm after 30
WOl‘klng days. The Department alleges these agts are in violation of CIC §10123 13(c).

(a) In two mstances for the Short Term Health Product clalms were not released
“timely and interest was not paid. .

Summarv of Company Response to Section 2(a); Retrammg of the claims staff
was completed on October 19, 2005 The Company paJd $13,595.11 in interest on these
two claims. ' cos

- Additionally, the Company comialeted a survey of elalms' for the years of 2004
~ through 2006 for claims that were not released once a benefit determination had been
- made. An addmonal $1, 912 28 was paid as a result of the survey. :

Z(b) In three of the five instances for the Short Term Health Product there were gaps in
 the Investigation "which delayed benefit payments and interest was not included in the

payment

Summary of Company Response to_Section 2(b): BST, agrees and issued -
interest checks totaling $776.14. Refresher training was conducted on September 22,
2005, June 15, 2005 and August 24 2005 and the issue will ‘continie to be reinforced.

3, In five mstances, the Companv. falled, to provide to the -msured -the‘ correct:
information concerning the right of an insured fo reguest an independent medical review,

- In these five Individual Family Plan (IFP) Product claims, letters and explanations of benefits

referenced the Department of Managed Care rather than the Department of Insurance. The - .

'Department alleges these acts are in‘viOl.ation of CIC §10169(D).

Sunimary of Companv Response to 3; Explanatlons of mdependent medical reviews
(IMR) use standard language provided to all members regardmg their grievance options, The
reqmrement within the law of when to prov1de IMR rights- is extensive, and therefore the .
language is typically provided with other gmevance rights available to the mémber as standard
process.” It was inconsequential and had no impact on the member in these instances because IMR
relates only to decisions about medlcal necessity; however this language was corrected on June 9,

2005

4, In four mstances, the Compsny failed to reimburse claims as soon as practical, but

no later than 30 working days after receipt of the claim or the Company failed to notify the -

claimant in writing w1th1n 30 working days of receipt of the -claim -that the claim was

contested or denijed. In one instarice for-the Short Term Health product, the Company failed to
reimburse claims as soon as practical. In three instances for the Short Term Health Product, the

‘Company failed to notify the clalmant in writing within 30 days of receipt of the claim, Non-
- compliance with this part of the. regulation was identified also in the Department’s Claims

Practices Report as of Angust 31, 2002. The Department alleges these acts are in v1ola’c10n of CIC

§10123. 13(a)
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- Summary of Company Response to°4: In the instance of the claim not reimbursed as

* soon as practical, BSL agrees. The claim initially was received by Blue Shield of California at its -

El Dorado Hills officé and not at an office- of BSL or of BSL’s TPA. The claimant’s error in
sending the claim to the wrong company at the wrong address created a delay in processing. In

~ January. 2006, the Company worked with the El Dorado Hills office to enstre that the staff knows

how to get misrouted claims to the TPA ina Umely manner,

In the second instance, BSL d1sagrees The chronology of letters sent out on the ﬁle
demonstrates that the elalmant was nonﬁed ina tlmely manner.

. In the two instances in which the Company faﬂed 10 notlfy the claxmant in wrltmg within 30 days :

of receipt of the claim, BSL agrees. These were examiner errors made when the claims were

_ reinstated for payment and its protocols and requirements were not followed by the TPA. The
- -Company held a refresher training session with all claims examinérs on procedures for reinstating

cleims and doing a thorough file review. This trammg was completed by January 30, 2006,

o fo]lowmg the earhest of the referrals on these matters

" The Department’s Response to the Company Responses to 4:

These are unresolved issues that may result in further administrative action,

5 In three instances, the Company failed to complete medical underwriting and resolve

all reasonable questions arising from written information_ submitted on or foh an, '

application before issuing the. pohcy or certificate, The Department alleges these acts are.in

- v1olat1on of CIC §10384

In three out of the ten rescission ﬁles rev1ewed in the Individual Famﬂy Plan Product, at the time
of underwnnng, BSL did not resolve all reasonable quéstions arising from vmtten mformauon
: subrmtted on or with an. apphcatmn before i 1ssu1ng the pohcy or certlﬁcate

- In one of the three mstances ‘the broker wrote on the apphcatzon that an attendmg physician’s

statement (APS) was needed. The notation on the application should have prompied the. |

Company to investigate further, BSL did not obtain an APS at the time of underwriting and
proceeded to afford coverage. Later affer paymg benefits, coverage was rescmded

In the second instance, BSL. accepted an incomplete applicetion. The member answered no to

© question #6, in Part 4 of the applieation for bladder condition. If the membef had disclosed the
condition in Part 4, BSL requirés completion of Part 5. Part 5 requests specific. medical

information regarding the condition disclosed in Part 4. The mémber disclosed the condition in
Part 7 which does not contain the specific information required in Part 5. Part 7 does not request

the following medical information, but Part 5 does-ask: Does the cond1t10n still exist? Date

condition began and ended? Treatment given? Hospitalized or emergency room visits and any

applicable dates?.. Additionally, due to the disclosure of a bladder infection at the time of
application, this application did not meet the BSL “medical clean” guide. For the condition of -

bladder infection, the BSL guidelines for this condition to be considered “medical clean” would .=

" bea single occurrence, after one year. The conchtlon disclosed was three months prior to the
"application being signed, which is not one year free .of bladder mfec’uor_xs There is no
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documentatlon of further steps’ taken 1o comply wnth the BSL guideline in 1ight of the mformatlon

obtaining additional medical inforthation, the “Development” and “Rating” portlons of Mﬂhman
can not be accurately assessed : :

prescription dmg for a speclﬁo diagnosis. When Underwntmg reviewed and rated the applicant,
it did not use the diagnosis that the applicant d1sclosed rathet' it used a d1agnos1s that the
applicant did not have. - :

- disclosed at the time of application, Further, the Milliman Guide utilized by BSL for
- underwriting lists five “Development” points -and “Rating” criteria for this condition. “Without

| ‘In the third. instance, at the tlme of applicati.on the member disclosed the. current use of a

‘Summary of Compauv Response to 5: In the mstanoe of the broker Wntlng on the

application that an APS was needed, the Company disagrees. Because the applicant did not report
a medical condition, the broker’s response would not have ralsed a questlon to be resolved by

* Underwriting. -

" Inthe second instance, the Company. d1sagrecs “As noted by the Department, this apphcanon for |

coverage would not have met the “Clean Application” policy & procedure for the Installation &

Membership Department. This only means that the application continued being processed and

. therefore this application was. forwarded to an underwriter for review. It does not mean that the
_application could not be considered “clean” by an underwriter. Blue Shield Life procedures for

- processing an application were followed.” Listing a past condition and reporting no current
problems raises no reasonable question for purposes of underwriting, Underwriting’s review, of.

this apphcatmn was consistent with 1ts guidelines.

'Ihere are a variety of places in the: application for an app]lcant 1o identify -any medical
complications or conditions associated with a bladder infection, If an applicant indicates thmugh

her responses to specific questions that she is not suffering from a condition or has no ongoing .

symptoms (pain, efc), there is no reason to reqmre an APS, unless Blue Shield Life is required to

disbelieve the applicant — which it is not. Any medical conditions associated with a bladder

infection were sought and answered by information provided by the apphcant in her apphcatxon ‘
" ‘which mchcated that there wés no ongoing problem, .

diagnoses. Based- on the information provided by the- applicant there were no reasonable
questions raised by the application that required resolution, the underwriter used the information
provided in the application‘, and based‘ on that infofmation, the applic’ant quali;ﬁed for coverage-.

The Department’s Response to the. Company Responses fo 5; In the instance of the
broker writing on the application that an attending physician’s statement was needed, the
Company was put on notice by this written statement to either contact the broker or obtain the
attending physician’s statement as noted, The Company did neither and later rescinded coverage.

- The underwriting file doés not contain documentation fo-support affordmg coverage when . the
" broker clearly indicated - that the Company nccdcd to mvestlgate further pnor to affording
.".coverage. ' , . ,

In the third 1ns’cance the Cdmpany disagrees, The underwriter revmwed the application and noted °
the responses. The underwriter rated the applicant based on the points assxgned to the medication..
. The underwriter was aware that medication could be used fo treat two -separate identifiable




In the instance of the mcomplete application, Part 4 of BSL’s apphcahon lists specific conditions

for which it requires additional medical information in Part 5, In this instance, the applicant

should have disclosed the medical condition in Part 4 as the condition was listed in Part 4, The
applicant, according to BSL’s application, is then required to complete Part 5, which this
applicant did not do. There is no documentation.in the filé to confirm at the time of application

- what treatment the applicant received for the reported condition, when the condition began, if the

apphcant had been hos;prtahzed or if there were emergency room v1srcs

.~ In the final instance, at the timé of application, the applicant drsclosed usage of a medlcauon fora

specific diagnosis. BSL’s Underwrmng Department rated the individual based on the medication -
listed on. the application using a different diagnosis than what was listed o the application. BSL
provided documentation to support its rating points used at the time of underwriting for the
medication the applicant used but the points were based on a diagnosis the member did not have,
BSL has not provided that thls member was rated eorreoﬂy for the conditions disclosed at the time

~ of application. -

These are unresolved issues that may result in further administrative action.

6. In general the Companv failed to issue, dehver or endorse the entire contract The‘
Department alleges thls actis in v1olat10n of CIC §10113,

For the Short Term Health (STH) and the Individual Family Plan (IFP) Products' prior to June.1,

12006, when mailing the contract to the member, BSL did not attach a copy of the ‘member

epphcatron to the contract but rather sent the apphcatlon under separate cover to the member.

Summary of Company . Response to Section 6: BSL now attaehes a. copy of the

'completed application. when mailing a policy to the insured. However, BSL disagrees that it -

previously violated Insurance Code § 10113, BSL’s policy (then and now) specifically
incorporates by reference the apphoauon into the policy, and makes the application a part of the
policy issued. - Under judicial decisions existing at the time, BSL’S praoﬁces satisfied the

“indorsed on” pomon of Insurance Code § 10113.

The De‘partment’s Response to the Comp any Respmis’es to 6:

4 These are unresolved issues that may result in further admlmstratlve actron

7. In general due. to the Companv s failure to attach a copy of the apphcatlon and/or ’
failure to endorse on the policy at the time of issue, the insured shall not be bound by any
statements made in an apphcatlon for a pohcv “The Deparunent alleges this act is.in viclation
of CIC §10381.5 .

In instances of rescinded and cancelled contracts for the STH and IFP Plans, BSL was not in .

‘compliance with CIC §10113 and therefore the ise of the applications to rescind or cancel 185

STH contracts and 44 IFP contracts is a vmlauon of CIC -§10381.5.

Summary of Company Response to Section 7: “The endorsed on’ language of Section
10381.5 means ‘incorporated by reference.” Because BSL's policies incorporated the application

by reference (and, indeed, the application itself references that fact), that policy completely
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' . satlsﬁes Secnon 10381 5. Under Judmal dec1s1ons existing at the time, BSL’s practlces satisfied:

Section 10381.5. In addition, Blue Shield Life now attaches a copy of the. appllcaflon to the -

-policy when it is mailed 1o the insured, the alternative prong of Section 10381.5 is satisfied, Blue-
" Shield Life’s practice saﬁsﬁes and always has satisfied, the requlrements of Sec’aon 10381.5.”

- The Department’s Resnonse to the Company Responses to 7

This is an unreso]ved issue and may resultm further admmlstratwe nction.
ACCIDENT AND DISABILITY

' Targeted Review

8. | Inl7 instances, the Companv engaged in an unfalr or deceptwe act or practlce in the
busmess of insurance. The Department alleges these acts are in v1olat10n of CIC §790 02 .

8(a). In seven of the 17 instances, members submltted appeal letters in response to BSL' '
: rescmdlng their health insurance coverage. The member appeals specifically addressed
the issues BSL cited in its rescission letters and in some instances, members also attached
statements from prowders In BSL’s s Tesponse to the member appeals, BSL did not
..address the specific issues brought forth'in the member appeals, and upheld its ongmal
decision to rescind the member’s health msurance coverage. '

Summarv of Company respouse to 8(a): 'BSL dlsagrees BSL’s 'dec151on '
remained unchanged and the letters documented the facts that BSL rehed upon in
~upholding its dec1s1on

The Denartment’s Response to the Company Response to 8(a): The original rescission
letters sent to the members provided BSL’s interpretations of the members’ medical |
histories: - In the member appeal letters, the members disputed BSL’s 1nterpretat10n and
- provided BSL with their understanding of their medical conditions. BSL’s rescission files

contained neither documentation that at the time of appeal, BSL re-evaluated its original

~decision to rescind coverage nor documentation that BSL oonducted,a medical re-review
based upon the statements made in the appeal by the member or provider. Further, BSL’s
written response to the member appeals did not address specifically the: meniber’s issues
or physician’s statements provided at the time of the appeal - - :

-This is an unresolvod issue and may result in'further administrative action

‘ 8(b) In three of the 17 instances, BSL ass1gned pomts erroneously for symptoms for
which there wasnot a d1agnos1s

Summarv of Companv response to 8(b): BSL provided responses regardmg

- -these instances by referral responses dated May 22, 2007, June 17, 2007, and June 17,

-2007. In each instance, the applicdtion had inquired, not just about diagnoses, but about

" professional advice, treatrment and symptoms. In each instance, the points assigned were
consistent with the Milliman guldehnes 4 .
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The-Deparfmenf’s Resi)onse to the Company Response fo 8(75):

- This'is' an unresolved issue that may require further administrative. action.

8(c) "In one of the 17 instances, BSL’s rescission letter to the member listed conditions
it bad knowledge of at the time of initial underwriting. The conditions listed in the
rescission letter were conditions for which claims were presented by the member under
previous coverage Wlth BSL. :

* Summary of Companv response to 8(c): BSL responded regarding this 1nstance
by referral response dated June 21, 2007, .

“The initial underwriter’s review includes the Teview of pnor cla1ms history as documented

in the LDIU screen. Underwriting practice is to review prior claims history and consider
the condition, the number of claims, and the dollar amount of the claims in that review.
This insured’s prior coverage wasnot with BSL, but with Blue Shield of California, ina

- group plan January.1, 1997 to August 1, 2001. When Ms. Zehnder-Reichardt applied for

coverage some of her prior claims history had purged from the system because of her -
history under the prior coverage extended back 5 years. The hlstory that was not yet
purged was conmdered at the time of apphoatlon :

The UIU underwriter includes all medical conditions in the rescission letter. A condition
on its own may not be of significant underwriting risk. This same condition, alongside’

. other conditions, may be of significant underwriting risk. The rescission letter to this

insured listed conditions existing during the time she did not have coverage with Blue
Shield of California as well as when she had coverage. This insured-did not provide

. information on several material conditions that were diagnosed and/or treated during the -
time she did fiot have coverage with Blue Shield, Had she disclosed these matters on her .

apphcatlon it would have been declined.

Although the rescission letter also hsted condmons that may have emsted during the time
she had coverage with Blue Shield of California, an insured has a duty to disclose such

- mattersin applying for coverage. Insurance Code § 332. BSL was entitled to-ask herto -

do so on her application rather than search through purged claims data from an afﬁhated
but legally distinct entlty .

‘Moreover, she not disclose on her application for coverage several serious condmons that -

had only recently been discovered or treated at the time of her application. BSL did not
have access to that mgmﬁcant mfonna’aon because this insured did not prowdc it on: her
apphcatlon :

| Finally, given that it had been over 2.5 years since this insured had had coverage with

Blue Shield of California, BSL was entitled to determine her ¢urrent condition and history
through its application and there was no reasonable questlon ra1sed in the mforma‘aon

: prov1ded on her application.

' The Department’s Response to the Ccmpanv Response to 8( c):
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_This is a.n unresolved issue that may reguire further administraﬁve action.

8(d) "In one of the 17 instances, the page of the apphoatlon that conta.ms the guarantee'
issue ophon and the producer srgnature is missing, , v

Summary of Company response to 8(d): The complete record for this individual -
was provided to the Department. There is no broker section applicable for this
application. All necessary information tegarding the broker has been provided. Atthetop -
of each page it is stamped with the Direct Sales Name. The IFP Direct Sales Department
1s a department of BSL and the stamp 1dent1f1es one of its employees

The Department’s Response to the Company Response to 8(d) Th13 is the only
-application examined involving a direct sales broker that did not contain the page of the

application that includes both the “broker” and the guarantee issue information. Therefore .
the Department concludes that BSL did -not provide the applicant with the option of a

.guarantes issue plan which was available at the time of apphcanon

This is an unresolved-lssue that may require further administrative -aotioﬁ..

8(e). In ome of the 17.instances,, BSL, during the course of an Underwriting
Investigation Unit (UIU) investigation, rescinded coverage without attempting to-obtain
all of the member’s medical history. BSL based its decision to rescind coverage upon

medical records from two physicians who provided service nine and 16 months prior to '

 the member s effective date of coverage.

The medical records that Were nine months prior indicated that the member was seen for a
“kind of pelvic pain” with a final diagnosis of “bloating and abdominal pain”, A CT scan
was set up at that time, For the “kind of pelvrc pain” the member told the phys1c1an that
she had had a workup at Kaiser 10 months prior to this visit and a left ovarian cyst had
been dlagnosed by ulira sound. Kaiser recommended treaunent wrth birth control pills
whlch the member had declined. :

The records also noted that the patient had- some mﬂd urmary stress ‘incontinence that -

" seemed to be getting worse.

The member was seen by another physician 16 months prior to the effective date for ¢ an
elective/cosmetic procedure. The patient was seen for a consultation regarding a possible
breast lift. This would be cosmetic surgery and not a covered benefit under the health
insurance plan with BSL. The medical records are clear that the member did not want a
breast reduction but a breast lift,

BSL resomded coverage without obtaining medical records from Kaiser, a statement from
the member and or medical records for the mne-month period pnor to the member’s -
effectrve date of coverage.

Summary of Companv Response to 8(e): BSL drsagrees BSL is not required by
law or otherwise to review all medical records of the individual in order to complete its
rescission investigation. BSL’s rescission investigation was completed with the
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information in the available medlcal reoords in its possess1on There was no reason to
- request additional medical records and cause an unnecessary delay in the decision once:
there was enough information to make the dCCISIOIl

The member’s visit nine months prior was 31gmﬁeant regarding her eurrent medlcalr
problems as well as her medical history that was disclosed to the physician. At the time of
the office visit, the member indicated a chief complairt of a kind of pelvic pain, The

member disclosed that earlier in the year, she had a workup at Kaiser for pelvic pain .

which included a pélvic examination and ultrasound which showed a cyst on the left ovary
with recommended treatment of birth control pills. Although the member did not wantto
restart the usage of birth control pills, the left ovarian cyst did exist and she declined the
recommended treatment. Declining treatment does not eliminaté the underwriting risk.
She disclosed her history of a left ovarian cyst to the physician, but did not disclose this
~ condition on her application for. health insurance coverage. BSL did not have the
opportunity at the time of initial underwriting to determine if the ovarian cyst was present
as the member did not d1solose this s1gmﬁcant medical h1story at the timeé -of application
for coverage :

'The member.disclosed mild urinary stress incontinence that “seemed to be getfing worse™.
This indicated an ongoing condition. It was also a known condition that she disclosed to -
her physiciari but not to BSL at the time of application. Had she disclosed this condition
" on her application, BSL would not have afforded coverage if surgery was recommended
and rated 100 pomts if she had not had a urologmal evalua‘aon and report. of present status,

A breast lift is a breast reeonstrue’aon type of surgery Although not the same as breast
reduction it is still a breast surgery, BSL underwriting refers to breast reduetlon in the
rating of this surgery. .The underwriting gmde on” this is’ “Breast Implantatlon,
Reconstruction and Reduction” and if surgery is pending; 125 points apply. Declining -
medical treatment has no impact on underwriting risk. Had this condmon been dlsclosed »
-onthe apphcatlon BSL would not have afforded coverage.

The Department’s Response to the Company Response to 8(e): The UIU rating relied
on medical records nine and 16-months prior, to the member’s effective date to rescind
coverage There is no documentation in the file that the. member, during the nine months-
. prior to the effective date continued to receive treatment for or still had a left ovarian cyst,

- continuinhg pelvic pain or mild urinary stress incontinence. . Ovarian cysts can be treated
’ w1th birth control pills (which the member declined) or ovarian cysts can go away without-
any medical treatment. Rating this as a postponement is unréasonable without attempting
to obtain the member’s medical history for the nine month period prior to the effective .
date of coverage. BSL may not have had the opportunity at the time of underwriting to
" determine if the condition was present, but it did have the opportumty at the time of the
UIU mvestlgatlon to obtain the medical reeords . :

. BSL rated “mild urmary stress 1ncontmence” as an ongoing, condmon when the physmlan :
only bneﬂy noted it in the medical records. It is unreasonable to raté the member for an,
ongoing condition when the -physician records neither reflect the condmon in the final
d1agnos1s nor prowde a treatment plan,
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The BSL rescission letter to the member noted that the member was seen for a “breast

-~ reduction”, which the member’s medical records do not reflect. In response to the

Department BSL noted that the 125 points assigned for a breast reduction also applies for
breast reconstruction. BSL has determined that its underwriting guideline for breast
reduction with no implantation, pending surgery would apply for the member’s office visit

~ for a consultation on breast lift. The underwntmg guideline for breast reconstruction

would not apply. Breast reconstruction is the rebuilding of a breast and is normally
associated with breast cancer patlents who have had a mastectomy, A breast lift is an -
 elective/cosmetic. procedure which is not a rebuﬂdmg of or reconstruction of a breast
BSL’s assignment of 125 points for the consulta’oon on a breast lift is incorrect.

At the time of the UIU mvestlgatlon, BSL d1d not attempt to obtain the member S
complete medical history prior to rescinding coverage. :

Tlns is an unresolved issue that may requlre further admlmstratwe action.

- 8(®). Inoneofthe 17 1nstances the file does not document that BSL followed its own

procedure for the rating of a d1agn051s that is not listed in its underwriting guide. UIU

. neither; requested additional information from the applicant or physician nor referred to a

medical dictionary or other medical text for cross-referencing to find a similar condition
that is listed, UIU neither referred the dlagnosxs to the medical director, who could either
point-to a similar condition or help assign a rate appropriate to the condition; nor referred
the diagnosis for an administrative/medical review: BSL has not verified that, at the time
of the UIU investigation, BSL procedures for evaluatmg a dlagnosxs not listed. in its
underwntmg guideline were followed.

ummag of Companx Response to 8(): BSL prov1ded a response regarding

this iristance by referral response dated May 22, 2007. As set forth in that referral -

response, BSL procedures were followed. . If there is no specific guideline on a condition,
underwriters are instructed to “rate as,” and to use a condition most similar to the -
diagnosis, based on symptoms and ‘treatment type.. Based on the symptoms and treatment
type, BSL applied.the appropriate guideline, and the points assigned were the points that
would have been assigned initially ‘had the condition been reported as requested on the

. apphcatlon

The Department’s Response fo.the Company Response to 8(1):

" This is en tm'resolved issue‘and mav result in further administrative'aeﬁon

8(g). In one of the 17 mstances, the member requested a transfer in pohoy plans. In

some instances, when a member requests a transfer to another plan, BSL does not conduct -
an underwntmg investigation.” BSL provided its written procedure and Plan Matrix to
underwrite at the time of a plan transfer request. Iri this instance, the Plan Matrix provided
to the Department to support the underwrltmg was not in effect at the time the member

'made the request . B ‘.

Summary of C'ompant7 response to 8(2) BSL dlsagrees The transfer matrix
apphcable at the time of the Tequest requlred underwntmg from the PPO 5000 plan to the ‘

19" -




~ PPO 750 plan. Generally, underwriting is _reqﬁ'ifed when a request for lowest rates or an

upgrade to a lower deductible plan is made. The fiee .(or non-underwritten) transfer -
matrix is updated as new plans are added or as needed. Updated matnces are d1str1buted
as desktop tools for underwriting, I&M, etc. but not retained, -

The. Deparfmen’c’s Response to the Company Response to 8(z): The applicable Plan
Matrix was not provided to the Department to support underwriting of this plan transfer
request.

This is an unresolved issue that mav require further adrmmstratwe aetlon

8(h). In BSL responses addressmg the issue of IFP- apphcants who had previous BSL
coverage, BSL has provided three- inconsistent résponses to the Department when
providing its procedure for the. evaluatlon of an apphcant’s previous health hlstory at the

" time of underwriting.

Summarv of Company response. to 8(k): . This issue was not presented to BSL

- through a referral and BSL has not had a previous opportunity to respond. = The

Department has not identified the responses that it believes are inconsistent with one
another or revealed the manner in-which it believes.those responses are inconsistent,

-BSL’s practices in- evaluatmg previous health history are sound and reasonable from an

underwriting standpoint and are cons1stent1y applied. =~ BSL. believes that any
inconsistencies the examiners percelve arise from the unavoidable exercise of -
underwriting judgment as applied to varying situations and health histories.

The‘Debartm'ent’s Response to the Company Responée to 8(h):

This is an unrésolved issue that may require further admiﬁistr_ative action.

8(1). In the 34 files rewewed BSL rescinded 30 individuals’ coverage and cancelled
four individuals® coverage. after complsting its UIU investigation.- BSL has not provided
1t’s guideline to support rescinding coverage versus cancellation of coverage

Summarv of Company response to 8(i); BSL allows the UTU underwriter to
determine a prospective termination date in their discretion and on a case-by-case basis.

- There is no written policy & procedure because this is only done by exception. .At BSL’s'

discretion are various factors that may be (but are not ever required to be) considered,
mcludmg the length of time coverage was in effect, ¢laims that have been received to date,
any gap in coverage created by a rescission, ability to recover payment from providers for.
claims already paid, or any other information deemed relevant ina partloular case by the

underwn‘cer

The Department’s Response to the Company Response to 8(1); BSL has not provided
how its underwnters determine to rescind COVerage and not to cancel coverage '

. " Thisis an unresolved issue that may require fufther admmlstratwe action.
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‘9, . Inseven instances, the Companv failed to complete medxéal underwrltmg and resolve
‘all. reasonable. questions arising from written information submitted om or with an

application before issuing the policy or. certlﬁcate The Department alleges these acts are in

»Vlolatlon of CIC §10384.

9(a). In four of the seven mstances at the tlme of application BSL had access to or
Imowledge of prior BSL health insurance coverage, claims or medical information which
was not disclosed by the applicant on the apphcatmn There is no documentation that.

. BSL, at the time of application, made any attempt, prior to affording coverage, to access
the additional information available, to obtain medical records ‘or to question an applicant
regarding a medical history not disclosed on the application. With the knowledge that the

- individuals had provided false or incomplete medical histories, BSL afforded coverage
without obtaining statements from the members, medical records from treating phy5101ans '
or attending phys1c1an statements. :

Summarv of Comnanv Response to 9(a): In general, BSL disagrees. The -
underwriting policy and procedure for the review of applications with prior Blue Shield

. coverage history require the underwriter to evaluate any claims to determine, in part, if
unstated risk is a possibility. An underwriter would further evaluate if there is a claims
history indicating claims are ongoing, indicating a chronic condition by a repetitive claims .
pattern, and/or indicating claims are recent (just previous to the date of the IFP application
for coverage). Use of BSL’s resources available at the time of underwriting is-standard’
practice. “Use of” does not always ‘equate a negative decision or & request for medical
records. Bach case is individually evaluated on its own merits based on any information -

* - known or being disclosed by the applicant, and BSL’ rehes on the applicant statements in
: conjunotlon with prior membershlp higtory.* . -

In one ms’tance BSL d1sag:rees Prior BSL Short Term Health (STH) oovcrage 1s not
avallable to IFP underwriting, BSL has dlscontmued issuing STH policies.

In one instance, the system showed a total of thxee purged claims with the total amount of

each claim billed under $1,000. ‘Therefore, underwriting was complete and the approval

of health coverage was appropriate based upon the responses to the health questions in the
‘application, the response that the last physwlan Visit was “normal,” and the purged claims
" data mBSL’s system. ' :

In another instance, when the .applicant applied. for coverage, some of her prior clalms s
history had purged because of the length of time and a total of 11 claims were showmg
All these claims were under $10, OOO , .

‘ In another instance, the clmms history and apphcatlon showed less than $2,000.00 in -
claims had been paid in over 14 months; no repetitive claims history; provider visits

. occurred seven to 12 months prior to apphcanon for IFP coverage; at the time of IFP -
application, the appligant reported his last examma’non results as “good”; and all health
questions on the application were answered “no”, Based on the information available to

" BSL through its claims history and the lack of information provided at the time of
‘application, the application was finalized without the need for' further mformatlon

. concerning claims under the prekus coverage :
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‘The Department’s Response to the Company Responsé to 9(a): In the instance of the

prior STH coverage being unavailable to IFP underwriting, BSL needs a procedure o
" obtain acoess to the clalms hlstones of apphcants who had pnor coverage under any BSL
_ product o

‘In the mstances in whmh BSL did review the prior BSL medical h1$tory, BSL responds

that its procedures were followed, but has'not prov1ded the Department with a copy of the

procedures it references in its response. . Additionally, the individual TESpOnSes Were .

_mconswtent with each other regardmg the handhng of three of the rescussmns

BSL based its underwnfang approval upon receipt of a clean appllcatlon and on the )
applicant’s previous BSL claims history.. BSL did not obtain statements or medical

records from the members when it Was aware that the apphcants had not fully disclosed

' theu medical hlstones

Addmonally, two of the individual’s pnor BSL coverage had not been in effect for over

two years. Again, withthe knowledge that these individuals had not provided a complete
medical history on their applications, BSL made no attempt to investigate the medical
history for the period of time from the previous- coverage with BSL to the time the

. incomplete apphcauons were received.

With th‘e knowledge that the applicants had not provided true and accurate medical -

histories, BSL failed to complete medical underwriting before affording coverage.

" This is an unresolved issue thatAmay' require further administraﬁvé'action.

9(b). In threéldf the seven instances, Parts 4, 5, 6 and 7 of the BSL application require
an applicant to disclose his/her medical history. If an applicant answers yes to one or
miofe of the first 24 questions in Part 4, complehon of Part 5 is requn-ed Part 5 states, “If

you answered. “YES” to any of questions 1-24 in PART 4, give details below.”. The -

applicant is then required to provide BSL with the name. of thé patient; diagnosis and

treatment; date the condition began; -date the condition ended; answer yes or no if the -

condition still exists; the present status; dates hospitalized or emergency room- visited, if .

applicable;’ and the name, address and phonc number of all physmlans and medlcal groups

: for each condition listed in Part 4.-

o 9(b)(I). 'In' the first instance, the applicant chécked yestoa medical questio_n in
- part 4 of the application which requires part 5 to be completed. On Part 5, the
applicant disclosed that the condition still exists “sometimes”. The applicant did
.- not provide the “Present Status” for the condition disclosed as is required by BSL’s
. pending application guideline. In Part 6, the applicant did not provide an answer
* to the “Frequency”. Prior to approving this individual for coverage, BSL did not
contact the applicant to obtain responses to information missing on the application.
+ Coverage was afforded Wlth an ihcomplete apphcanon :

Summarv of’ Company Response to 9(b)(I) BSL dlsagrees Completloni
of. Part 5 is not reqmred or necessary; rathcr it is critical that the applicants
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disclose their conditions and provide complete information regarding the

. conditions. The lack of a responsg on the application does not automatically raise
- aguestion for underwntmg purposes. It depends entirely on the-condition at issue.
-For part 6, this has no impact on the underwriting of this application, and this

information was not required in order to underwrite the application, Underwriting -
knew that the medication listed by the applicant is a prescription medication used

" daily to offset the disclosed condition, This was supported by the type of exam
‘noted by the apphcant and the diagnosis. The applicant also noted in Part 7 a
- yearly exam with “normal” findings about 45 days before signing this application, -

“No medical records were required based on the condition disclosed by the

" applicant, The Department has noted in several referrals its belief that medical

records are required .in order for Blue Shield Life to complete -medical
underwriting of an application. This is not accurate — either to underwriting in

- “general or specific-to Blue Shield Life underwriting practlces Requesting medical
records or additional information from the applicant depends on the condition * -

disclosed by the applicant. In this case, the condition disclosed was mﬂd,
migraines and this does not require medical record review, Underwriting’s review

- of this application was consistent with its guidelines.”

Tlie Department’s Response to the~Companv R’espense. to ‘9(b)(I):' BSL’S

. guideline for Part 5-of the application states, “The following information is located

in part 5 of the IFP application. Only fields [...] marked with an asterisk (*) can -

; be obtained over the telephone — all others must be obtained in writing (fax or

email), initialed and dated by the applicant.” The member did not answer the

© question “present status” and BSL did not follow its own guideline prior to

. affording coverage by obtaining a statement from the applicant for the unanswered

question. It is unclear how BSL determined that no medical records were required
based on the condition disclosed by the applicant, when accordmg to BSL’s own

guidelines the condition disclosed warranted further review at the time of .

underwntmg There is no documentgtion in the underwriting file as to how BSL,

* with ‘only an application was able to evaluate the disclosed condition without

obtaining additional ‘medical information from the applicant or the applicant’s
physician. Another BSL guideline provides that an Attending Physician Statement
can be requested for addmonal information or clanﬁcatlon on symptoms such as
headache : :

Prior to affording coverage, BSL failed to obtam a completed apphca’uon by means
of an adequate investigation as required by. its own procedures

- This is an unresolved 1ssue that may require fufther admmlstratlve action,

9(b)(ID). , In the second instance, in Part 5 of the application, the appllcant listed
two condmons For the first condition listed, the applicant did not provide the
d1agnos1s/cond1tlon that led to a sirgery. The BSL apphcatlon requests a response
to “Diagnosis and Treatment”. . .

For the second condition, the applicant provided information about treatment that
occmred 11 % months prior to submitting the - application and stated that the
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condition no longer existed. The applicant then listed the second condition again

in Part 7 of the application. In Part 7, the applicant provided that five months prior

“to signing the application, she was treated for and referred to another physician for

the same condmon that she reported in Part 5 of the apphcatlon that no longer -

~ existed. ¥

. Summary of Company Response to 9(b)(II) BSL disagrees. For the first

- condition listed, in response fo the question, “diagnosis and treatment” the
applicant provided what surgery was performed. . Therefore, the response to this-

question was provided by the applicant. In the response to the question, “does the
condition still exist?” the applicant responded “no.” Therefore, the response to this

~ question was provided by the applicant.

For the second, condition listed, there.is ho conflict of information in , this

application. The applicant reported in Part 5 that freatment was received in 2003

~and that the condition did not still exist and the present status was “good”.” The
applicant then reported a follow-up visit to a general practitioner and present status
s “good”, ‘There was no new referral or continuing care reported.

“The Department’s Response to the Company Respoﬁse to 9(b)(X): For the first

condition, the applicant disclosed that at the age of 38, she had a hysterectomy but -

did not provide, as requested in Part 5 of the application, what medical condition
she had that required her to have a hysterectorny at the age of 38, BSL guidelines
requlre that at the time of application if the member does ot provide the diagnosis
in Part 5, that the required information must be obtained in writing, initialed and

dated by the applicant. There is no documentation that BSL followed its own

guideline to resolve the missing information on the application.

For the second condition, BSL has interpreted that the treatment reported in Part 7
does not conflict with the same condition reported in Part 5. Part 7 discloses that
the member was seen six ‘months prior to her effective date when she was referred

g by her general practitioner due to stress. If an applicant provides under Part 7,

““present status”, that they have had a physician’s visit-within the last 4 years,

BSL’s guideline is to obtam medical information in wntmg regarding the condition. |

dlsclosed

. At the ﬁme' of application, BSL failed fo resolve inconsistent statements made on

the ‘application or to .obtain information ifs own guidelines requue pnor o ..

affordmg coverage.

- Thisisan unresolved issue that may tequire further admihistrative action. -
" 9(b)(). In one of the seven instances, at the time of underwriting, the applicant

disclosed a condition on the application. The disclosed condition at the tirhe of
application was not listed in the BSL underwriting guide utilized to assess the
rating of an individual for coverage. The applicant was afforded .coverage under

Tier 1 without the medical condition being :ev1ewed The file does not document -
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that BSL completed 1‘cs underwntmg requxrement at the time coverage was
afforded : :

Summary of Company Response to 9(b)(III): Because only the most

. common medical conditions (apprommately 1000) are listed in the Milliman
- guidelines, not every medical condition is included. - When confronted with an

unlisted condition, the underwriter has several options for the assessing the risk of
the condition, The underwriter can (i) request additional information to determine
an etiology for the actnal debit rating, (if) cross-reference the -condition with
similar conditions described in medical dictionaries or texts, (iif) review the matter
with underwntmg peers, or (iv) request assistance: from the medlcal director ini

., assigning a rate appropriate 1o the condition.

The Department’s referral- asked. what . procedures are in place to evaluate a
condition that is disclosed by an apphca‘non but is not listed in the Milliman guide.

- BSL fully disclosed those procedures in its response. The referral did not ask -

which optlon available under those procedures was followed in this instance.
However, in this instance, the underwriter did not consider the hypérhydrosis '

- condition or assign points because the condition is curable with tréatment, the

application stated that the condition hac'I been. oured, and the condition had been

cured for over two years.

The Departrnent?'s Resp onse to.the Company Response to 9(b)IMD:*

BSL has not proWded which option the BSL underwriter utilized to review the
conditior not listed in its underwriting guideline. At the time coverage was
afforded, there is 1o documentanon that BSL assessed its risk before issuing
coverage. . : ' - .

This is an unresolved issue that may reguxre furtber administrative action.

In three instances, the Companv failed to prowde the examiners tlmelv,

'convement and free acéess at all reasonable hours at its offices to all books, records,

accounts, papers, documents,. and any or all computer or other recording relating to the-
property, assets, business, and affairs of the company being examined. The first instance

‘pertains to an individual rescission file. - BSL had- rescinded coverage,-and denied the

members appeal. At a later date, BSL overturned the rescission and reinstated coverage,
pursuant to administrative réview. A copy of the admlmstra’uve review was not prov1ded
after a request. o .

- The seeond instanee pertains to a general issue. - BSL indieated that it followed its

“Underwntmg policy and procedure for the review of applications with prior Blue Shield
coverage history” but ’rhe Company did not prov1de a copy of the referenced procedures..

The ﬁnal instance pertain$ to'a general issue. BSL did not provide a copy of 1ts Plan

‘Transfer Matrix used during the period of June 1, 2004 through December 14, 2004, The
. matrix is used to determine-if the member’s request to cha;nge plans W111 or will not be

subjected to underwntmg
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The Department a]leges these acts are in v1olauon of CIC §734.

Summary of Company Response t010; In regard to the first instance, the complete

* file was provided to the Department, . BSL reinstated coverage due to an administrative

. review that would not and could not be maintained in the member’s file. The administrative
‘review was a review of the agent’s entire book of business with Blue Shield, which is a.
confidential contractual issue between -the agent and Blug Shield and would not be

" appropriate for reference in other business files, including member files. Blue Shield

“initiated the review of the agent’s book of business because of a concern that the agent was

- submitting applications that he completed and/or was not mcludlng all medical details,

. Action was taken with the agent. Upon Blue Shield’s subsequent rev1ew of the agent’s book

. of business, coverage was reinstated. .

' In the second instance, the initial underwnter s review mcludes a revmw of prior- clalms
history as documented in the- LDIU screen.

5

| In the ﬁnal instance, BSL did not retam a copy of the plan transfer matrix for the perlod of
June 1, 2004 through December 14, 2004, but has prov1ded cop1es of all subsequent version -

of the matnces

. The Demrtment’s Response to the Companv Response to 10:

These are unresolved issues that may regmre further admlmstrauve ao’non

. LIFE

11. In three instances, the Company failed to return premium, At the time:of claims

settlement the Company failed to return premium to beneﬁc1anes The Departrnent alleges these
acts are in violation of CIC §481. o

- Summary of Companv Response “The Company agrees. Refresher training was
_completed at the end of April 2006. The Company issued interest _payments to the three

claimant’s totaling $164.60, In July.2006, the Company completed a survey of claims for the .

- years of 2004 through 2006, An additional $15,104.24 was pa1d to the clalmants as a result of the
survey, , .
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* Executed on December 11, 2007 at Sacramento, California.

In the Mette'f of:

' Health Insurance Co.

* #425009v1

| BLUE SHIELD OF CALIEORNIA LIFE . : DECLARATION OF SERVICE '
BYU.S. MAlL

& HEALTH INSURANCE COMPANY . .

FIENO.  0SC-2007-00067 -

"‘ A’ . N N N N N NS N

. R‘esoondent ‘.

I am over the age of 18 years and not a party to th13 carise. :

. Taman employee at the Departinent of Insurance, State of Cahforma, employed at 3 00 Capltol Mall,

Suite #1700, Legal Dmsmn, Sacramento, CA 95814

On December 11, 2007 at Sacramento, California, I sealed info an envelope and depos1ted inthe. -

U.S. Mail, postage there upon fully prepaid, truie. copies of the following documerits in the above-
entitled matter; the original, ora true copy, of each document served 1s attaohed hereto sald copies .

were addressed as fo]lows .

¢; = ORDER TO SHOW CAUSE, STATEMENT OF
CHARGES/ACCUSATION NOTICE OF MONETARY PENALTY and

DECLARATION OF SERVICE BYUS. MAE were mailed to: -

U.S. REGULAR MAIL&FC‘ERTIFIED MATL
7006 0100 0004 5739 3511 -

Seth A. Ja.oobs ‘
. Secretary

Blue Shield of Cahforma Life &

50 Beale Street i
San Fran01sco, CA 94105 '

I declare under penalty of peljury that the foregoing is true and oorreot

Do M//A

Sana.n Wllhams




